
April 25, 2002

Mr. Bruce D. Ellis
Bureau of Reclamation
Phoenix Area Office (PXAO-1500)
P.O. Box 81169
Phoenix, AZ 85069-4006

Mr. Elston Grubaugh
Manager of Resources, Management and Planning
Imperiar Irrigation District
P.O. Box 937
Imperial, CA 92251

Re: Draft Environmental Impact Report (EIR)/Environmentallmpact Statement (EIS) for
the Imperial Irrigation District Water Conservation and Transfer Project and Draft
Habitat Conservation Plan (SCH No. 99091142)

Dear Messrs. Ellis and Grubaugh:

The San Diego County Water Authority (Authority) supports the efforts by
Imperial Irrigation District (110) to implement. water conservation and transfer programs
that assist in reducing California's demand on Colorado River water resources. The
proposed water transfer to the Authority is a key component of the Quantification
Settlement Agreement, a consensual agreement developed to reduce California's
diversions to meet its normal year apportionment of Colorado River water.

The Authority, as a responsible agency under CEQA, has been involved in the
analysis of potential environmental impacts associated with the proposed project. In
general, we believe the document accurately portrays the potential environmental
effects that could occur if any of the project alternatives were approved. We concur that
the environmentally superior alternative involves fallowing agricultural lands to avoid
potentially significant impacts to the Salton Sea. We also note that the proposed project
is defined broadly enough to include fallowing as a substantial component of the water
conservation effort. Should fallowing be a part of the ultimately approved project, the
Authority would be willing to discuss necessary modifications to the IID/SDCWA Water
Conservation and Transfer Agreement.

While fallowing may avoid or minimize many of the identified potential
-..
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fallowing would raise the issue of economic impacts to the Imperial Valley community. If
fallowing is utilized, the 110 water conservation program should include measures to
address any economic impacts that result from the project.

The Draft EIR/EIS contains an estimate of economic impacts that would result
from a fallowing program. Other studies have been drafted that employ differing
assumptions and determinations of economic impa~ts that could result from a fallowing
program. We note that these other studies assume fallowing will be limited to crops that
use more water and generate lower profits than other crops, The Draft EIR/EIS,
however, assumes that fallowing will be spread proportionately among all crops,
including those that use less water and generate higher profits. It appears to be a
matter of common sense to restrict fallowing opportunities to hi.9h water use/low profit
crops, It would not only reduce the acreage to be fallowed and the amount of lost
profits, but would also lessen impacts on the labor force and the community as a whole.
We have attached for your consideration one study and one draft study that examine
conservation fallowing scenarios for the Imperial Valley. They are: "Economic Impacts
of Fallowing Irrigated land in the Imperial Irrigation District", prepared by the U.S.
Bureau of Reclamation, and "Independent Analysis of the Economic Impact Studies in
the liD Water Conservation and Transfer Project EIR/EIS", prepared by CIC Research
under the direction of the Community Advisory Commission and funded by 110. We
believe these studies present a more realistic depiction of how a fallowing program in
the Imperial Valley could operate with due consideration for the needs of the farmers
and need to minimize economic impacts to the community. We have also attached
results from an analysis of the actual economic impacts resulting from the two-year Palo
Verde Test land Fallowing Program between the Palo Verde Irrigation District and the
Metropolitan Water District of Southern California (Metropolitan). The principle findings
of this study showed that regional economic performance was not altered to any
significant degree and that less than 60 jobs were affected by fallowing more than
20,000 acres. Moreover, a high proportion of program payments were injected into the
local economy. We believe this study provides real-life information that should be
considered in your economic analysis,"The Final EIR/EIS should acknowledge that any
fallowing for the proposed project can and will be structured such that impacts to the
Imperial Valley economy are minimized.

The project purpose, need and objectives section in the Executive Summary (and
referenced elsewhere in the document) includes a statement that an Authority objective
is "to acquire an independent, alternative, long term water supply that provides drought
protection and increased reliability for municipal, domestic, and agricultural uses." It is
appropriate to clarify the term "increased reliability" as used in this context. Until now,
the reliability of Colorado River supply for Metropolitan and its member agencies,
including the Authority, has been constant, even when imported water from the State
Water Project and local supplies have been curtailed. For many years, Metropolitan's
Colorado River Aqueduct (CRA) has operated near its capacity of about 1.25 million
acre feet per year, and the Authority's supply from Metropolitan has consisted of
between 75 and 100 percent Colorado River water. Although about 700,000 acre-feet of
water required to fill the CRA is not within California's normal year apportionment of 4.4
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million acre-feet, that water was available until 1996 due to the availability of the unused
apportionments of Arizona and Nevada. As those states are now at or near full use of
their apportionment, we have relied on surplus declarations since 1997 to fill the CRA.
The liD/Authority water transfer and other elements of the Quantification Settlement
Agreement are designed to keep the CRA full into the foreseeable future. This will allow
the Authority to continue to rely on Colorado River water to the same extent that it relies
on that source today. Therefore, in the context of historic and present availability of
Colorado River water, the purpose of the water transfer is to maintain the reliability of
that supply. However, if the liD/Authority water transfer and/or other actions designed to
ensure a full CRA in the future are not implemented, then the ability to fill the CRA will
be dependent on the availability of surplus water as determined by the federal
government on a year-to-year basis. So, in the context of a future in which a full CRA
would not be guaranteed, the liD/Authority transfer would increase or enhance the
reliability of the Authority's future Colorado River supplies, particularly in drought years
when the river system supplies less water.

The draft EIR/EIS cites the Authority's Water Resources Plan in several places
as "SDCWA 2000". The Authority published the Water Resources Plan in 1997, and an
Urban Water Management Plan in 2000. It appears that the draft EIR/EIS uses
information from both documents under the citation "SDCWA 2000". For example, on
page 1-14, the Authority's projected water needs and water resources to the year 2015
apparently came from 1997 document, yet is cited as "SDCWA 2000". At page 5-39,
water demand and supply to the year 2020 is also cited as "SDCWA 2000". Because
the 2000 Urban Water Management Plan supercedes the 1997 Water Resources Plan
as to projections of regional water needs and resources, we request the only the 2000
plan be used for that purpose, and not the 1997 document.

Thank you for the opportunity to review this draft document. Please retain the
Authority on your mailing list to receive the final EIR/EIS when completed. If you have
any questions regarding our comments, please contact Larry Purcell at (858) 522-6752.

Sincerely, --:::~:~~~~~=~~~===-

General Manager

Attachments: (1) Economic Impacts of Fallowing Irrigated land in the Imperial Irrigation
District; Alan P. Kleinman; August 2001
(2) Draft Independent Analysis of the Economic Impact Studies in the 110 Water
Conservation and Transfer Project EIR/EIS, prepared for the Community
Advisory Commission of the Imperial Irrigation District; CIC Research, Inc.;

March 2002
(3) Regional Economic Impacts of the Palo Verde Test land Fallowing Program;

M. Cubed: December 1994.



Economic Impacts of Fallowing Irrigated Land in the Imperial Irrigation District

Alan P. Kleinman 1
August, 2001 file:fallowpaper

Introduction

An integral part of some alternatives of the Salton Sea Restoration Program (SSRP)
involves the fallowing of lands in the Imperial Irrigation District (liD). This paper
examines the economic impacts of fallowing in terrT"ls of personal income and

employment.

Potential fallowing is analyzed in two different scenarios, for quite different purposes.
Temporary fallowing is the complete non-use of a given parcel of land for as short a
term as one year. A given number of acres of a farm may be fallowed for multiple
years, but the actual parcels of land not cropped is expected to change every year as
fallowing becomes an integral part of the farm crop rotation pattern. A typical cropping
pattern and rotation2 is given below:

Year 1
Year 1
Year 2
Year 2
Year 3
Year 4
YearS
Year 6
YearS
Year 7
Year?

Onions
Plant Sugar Beets or Wheat
Sugar Beets or Wheat
Plant Alfalfa Hay
Alfa If a Hay
Alfalfa Hay
Alfa If a Hay
Alfalfa Hay
Lettuce
Sudan Grass
Plant Onions

Shown here is a seven-year rotation INith Alfalfa Hay remaining in production for 4
years. Under a temporary fallowing scheme, in which Alfalfa Hay is chosen by the
farmer to be the fallowed crop, the 4~ year of Alfalfa Hay would be fallowed w;th a. 7"
year rotation maintained. Thus, if the farm consisted of 1,000 acres. in any given year
under normal rotation, about ,570 acres of Alfalfa Hay would be in full production. With
the incorporation of fallowing. the acres of full production Alfalfa would decrease to
about 430 acres. About 140 acres would be in the fallow category. This 140 acres
would very likely change each year. In any given year about 140 acres of new Alfalfa
would be planted. The irrigation water not applied to grow Alfalfa on the fallowed land
would be used for other purposes associated with the SSRP.

1 Regional EconomjSt, U.S. Bureau of Reclamation, Boulder City. Nevada

Personal communication with staff at Imperial Inigation District



Permanent fallowing is the removal of land permanently from the irrigation rotation of a
particular farm. The water not used on the permanently fallowed farm land to grow
crops would be applied on the land in the forTl1 of ponds or other purposes associated
with the SSRP.

Water required for restoration elsewhere as part of the SSRP could be secured through
either permanent or temporary fallowing. HoWever, if the land is not required as part of
an alternative, then the preferred method of securing water for other purposes, such as
water transfer, is temporary fallowing because that is thought to heve the least
negative potential economic impact upon the economy of Imperial County.

The potential impacts of both methods of fallowing are examined here. with estimates
made of the direct impact upon farm entities and the third-party impacts upon farm
su~pliers and processors.

Temporary FslJowing of Irrigated Land

.':"-I...&!-_I .I",~"',.~"I,,~,.
#\fICiI'yLI\.GI 1.I~LI'WW~'-~.r

In order to estimate the direct economic impacts upon the farm operator, a simple linear
program model was fomiulated. This model incorporated the major field crops grown in
the liD. The crops chosen were Cotton, Wheat. Affalfa Hay- Bermuda Grass Hay,
Sudan Grass Hay, and Sugarbeets. These 6 crops account for almost 360,000 acres
of production in the Imperial Valley at the present time. The other crops which account
for minor acreage or are in the category of high value or specialty crops make up the
balance of the almost half million acres of production in the valley. Comparison of crop
budgets reveals that the crops' chosen to include in the model are the Umarginal'J crops
which have significant acreage and are those which. on the average. are less profitable
to the farmer. About 25 different crops account for over 99 percent of the acreage in
110. Historically, over the past 12 years, 4 crops. Alfalfa Hay, Wheat. Sudan Grass
Hay, and Sugarbeets account for about 80 percent of the acres.

The linear programming model with constraints and various accounting values is
presented on Table 1. This Is the base optimization model to which varying
assumptions are applied. The output of the linear programming model becomes the
input in estimation of regional economic impacts in the non-farm economy.

The estimation of secondary or third party impacts resulting from changes in farm
production were estimated using IMPLAM3 modeling. IMPLAN is an input-output

3I!v1PLAN aUows for the construction ofa regional mput-output model to assess the
potentia] economic impacts of a1temative resource management strategies. Minnesota I:MPLAN
Group, Inc., I:l\.'fPLAN System (1998 data and software), 1940 South Greeley Street, Suite 1017

2
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estimation procedure which is driven by changes in gross output in the region, which in
this instance comes from changes in gross farm output. In this application, the model
was constrained to Imperial County. Various impacts were estimated including
changes in personal income, changes in employment, and changes in local tax
revenues when agricultural acreages are fallowed.

Six Crops and Acres of Production

Based upon historic production' and current 1rends in the district, the following acres
were selected to represent present crop production:

6,000 acres
50,000 acres
175,000 acres
42,000 acres
53,000 acres
32,000 acres

Cotton
Wheat
Alfalfa Hay
Bermuda Grass Hay
Sudan Grass Hay
Sugar Beets

Crop Production Standards

Cost and returns associated with the 6 crops were based upon crop production
budgets. Crop production standards were developed from a number 'of sources.
Irrigation district specific inforrTlation was gained by interviewing of selected farm
managers and others associated with agricultural operations in the 110. Production
information was also obtained by compiling data directly from field crop production
guidelines published by the Cooperative Extension Service.s Expe"cted yields on fam1
were estimated and used in calculating costs and returns. FOi purposes of this
analysis, the following acre yields were adopted as shown below:

1,400 pounds
3 tons
B tons
10 tons

Cotton
Wheat
Alfalfa Hay
Bermuda Grass Hay

Stillwater7 y...,fN 55082, www.imD1an.com,1998.

.4Historic production over the past 12 years as reported by Imperial Irrigation District to
Bureau ofReclarnation. Comparisons m3.de with Imperial County Agricultural Commissioner
reports for similar years.

5 Guidelines to Production Costs and Practices, Imperia] County, Field Crops 2000-2001,

University of California Cooperative Extension, 1050 E. Holton RoaQ, Holtville, Galifumia"
Circular 1 04-F.

3
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Sudan Grass Hay
Sugar Beets

5.5 tons
36 tons

Agricultural Price Standards

The relationship between prices paid and received were taken to represent a long term
equilibrium situation between inputs and outputs which is expected to be representative
of future years. The most likely prices8 for the 6 crops is shown below:

Cotton 67.8 cents per pound
134 dollars per ton
153 dollars per ton
97 dollars per ton
90 dollars per ton
90 dollars per ton
42 ,dollars per ton

Cotton seed
Wheat
Alfalfa Hay
Bermuda Grass Hay
Sudan Grass Hay

Sugar8eets

These crop prices were based on recent 5-year average (1995.1999) as reported by
the Imperial County Agricultural Commissioner.

Enterprise Crop Budgets

The enterprise crop budgets used from the University of California Extension Service7
are believed to represent the actual future costs and returns to production of those
crops in Imperial Valley. The costs of production include all variable costs and
estimated fixed and overhead costs with the exception of any returns to land. The per
acre profitability of each of the 6 crops is shown below. witholrt cost or returns to land.

$99.68
$96.22
$34.2
$199.11
$26.56
$364.84

Cotton
Wheat
Alfalfa Hay
Bermuda Grass Hay
Sudan Grass Hay
Sugar Beets

According to these data, Alfalfa Hay and Sudan Grass Hay are the least profitable

6 Crop prices calculated from Imperial Agricultural Commissioner reports of the five moST.

recent years.

7 Guidelines to Production Costs and Practices, Imperial County, Field Crops 2000~2001,

University of California Cooperative ExteD$io~ 1050 E. Holton Road, Holtville3 California,
Circular 1 04-F.

4



crops for famlers to grow in the Imperial Valley.

Water Use by Crop

Estimated water use by each of the 6 crops was taken from the Extension Service
publication. Circular 1 04-F. Per acre water deliveries to produce each crop as used in
the linear programming model are as follows:

5 acre feet
3 acre feet
6.5 acre feet
5.5 acre feet
5 acre feet
5.5 acre feet

Cotton
Wheat
Alfalfa Hay
Bermuda Grass Hay
Sudan Grass Hay
Sugar Beets

The weighted average use of these crops is 5.56 acre feet per acre.

Maintenance of Fallowed land

land which is fallowed on a temporary basis must be maintained in a weed-free
condition. It is assumed that a farmer would be required to disk the ground for weed
control 4 to 5 times during a year's time. Regular discing costs about $11.50 per acre
for each time over the field. This \&Jould result in total costs of $46 to $57.50 per acre,
It is assumed that $60 per acre would cover the cost of maintenance. Thus, in addition
to the lost profits on the fallowed land, $60 is added to the farmer cost of operation.

Operation of the Linear Program~ing Model

The linear programming model results representative of the present condition is.shown
in Table 1. Gross profits for the 6 crops is shown as $32,838.730. The least profitable
crop shown is Sudan Grass Hay at $26.55 per acre. followed closely by Alfalfa Hay at
$34.20 per acre. On a per acre foot basis, Alfalfa Hay shows the least profit at $5.26
per acre foot followed closely by Sudan Grass Hay at $5.31 per acre foot. This acre
foot profit calculation is after the cost of irrigation water is paid. On a grower by grower
basis. these profits could easily be reversed. In any event, it is clear that Alfalfa Hay
and Sudan Grass 'Hay are the prime candidates for fallowing. because no other crops
are in a similar profit range.

The optimization model was run iteratively 5 times. In each subsequent run the amount
of water available for crop production was reduced by 1 percent of the total, or 19,895
acre feet.

5



Down 3 percent. The results of the third 'iteration of reducing water supply by another 1
percent is shown on Table 4. All of the fallowed land comes from Alfalfa Hay
production. Farm profit is reduced by $864.973, or $94.20 per acre of fallowed land.
T otalland fsllo\lJed is 9,182 Gicre$ of Alfalfa based upon water being restricted by
59,685 acre feet.

Down 4 percent. The results of the fourth iteration of reducing water supply by another
percent is shown on Table 5. All of the fallowed land comes from Alfalfa Hay
production. Farm profit is reduced by $1,163.298, or $94.20 per acre of fallowed land.
Total land fallowed is 12,24~ acres cfAlfaIfa based upon \A.'i3ter being restricted by
79,580 acre feet.

Down 5 percent. The results of the fifth iteration of reducing water supply by a full 5
percent is shown on Table 6. All of the fallowed land comes from Alfalfa Hay
production. Farm profit is reduced by $1,441,622, or $94.20 per acre of fallowed land
Total land fallowed is 15,304 acres of Alfalfa based upon water being restricted by
99,475 acre feet.

Depending upon differences in farm profit and farmer preference, part or all of the
fallowed acres could come from Sudan Grass Hay production. The profit per acre foot
for Alfalfa Hay and Sudan Grass Hay is essentially equal. If the numbers shown are an
accurate representation of production costs and returns in the Imperial Valley, on a
financial basis, a farmer should be indifferent between the choice of crops (Alfalfa or
Sudan Grass) to fallow.

6
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Summary of Optjmization Program

Table 7 summarizes the results of all of the linear programming runs. Direct impacts
are shown on the left side of the tabJe. It should be kept in mind that the absolute
amounts calculated are not as impor1ant as the differences between iterations.

Third Party or Induced Impacts of Fallowing

The right side af Table 7 displays the estimated impacts upon third parties in Imperial
County. The values in the Gross Crop Output column come directly from the
accounting rows of the linear programming output (Tables 1-6). When comparing the
reduction in gross output due to a reduction in water of 5 percent with the base case, it
can be seen that $11,875.785 of gross output would be lost to the economy.

Using Alfalfa Hay production as the source of the fallowed land, the multiplier into the
economy is 1.298. This means that about 23 percent (.298 /1.298) of the impact is felt
in third party economic activities. Thus, 77 percent of the impact is realized on-fan'T1.
The column headed Impact upon Third Parties in Economy shows the dollar impact in
terms of gross output. As can be seen in the final row, the 5 percent water reduction
results in $3,538,984 reduction in economic activity. The total economy of Imperial
County is estimated to be about $1.783 billion annually. Hence, this reduction amounts
to about two tenths of one percent in the economy of Imperial County.

The final column of Table 7 shows the impact upon jobs and employment. Each 1
percent reduction in water availability is estimated to eliminate about 10 jobs in the off-
farm local economy. Not shown on the table is the fact that 34 jobs'lost are on-fann, for
a total impact of 44 jobs. The total private sector jobs in Imperial County is estimated to
be 52,700. With a 5 percent reduction of water supply and attendant fallowing! the
impact upon third party employment is estimated to be about 50 jobs. This number of
jobs lost amounts to about one tenth of one percent of employment in Impe~ial County.
The on-farm jobs lost would be about 220.

An offset to loss of on-farm employment is the requirement to maintain the fallowed
land in a weed-free condition. It is estimated that the labor requirement for that activity
on 15,000 acres would be about 25 equivalent full-time jobs for equipment operators.s

Summary and Conclusions

S Based upon data supplied by the Arizona Cooperative Extension Service, 0.6 hours of

labor are required to disc an acre of land.
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The direct financial impacts of fallowing irrigated land in the Imperial Irrigation District
are quite small due to the low profitability of some c'r the crops in the farm rotations.
Combining lost profit and increased costs associated wi1h fallowing Qf Alfalfa Hay
production results in less than $100 per acre impact annually. Conceptually. if a farmer
in 110 were offered $100 per acre annually 10 fallow land, he would be kept whole,
financially. No analysis was undertaken to ascertain the disposition of that income with
respect to expenditure patterns by a cooperating farmer.

The loss of employment in the local non-farm economy is relatively minor. The impact
of loss of jobs in the non-farm economy might be miiigated by direct payments to
Imperial County to be utilized as locally determined. The magnitude of such potential
compensation has not been investigated.

Of significant concern is the loss of on-farm employment opportunities. Farm labor
requirements are estimated below, based on similar agricultural production in Arizona.i

9.5 hours per acre
3.5 hours per acre
9.7 hours per acre

na
5.7 hours per acre

na

Cotton'
Wheat
Alfalfa Hay
Bermuda Grass Hay
Sudan Grass Hay
Sugar Beets

Even though Alfalfa Hay and Sudan Grass Hay have somewhat similar water
requirements, (6.5 acre feet compared with 5 acre feet) there is a more significant
difference in labor requirements. One would expect that the labor impact of fallowing
Sudan Grass Hay would be substantially less than for Alfalfa Hay.

Permanent Fallowing cf Irrigated land

Under the concept of permanent fallowing of irrigated land, acres would be withdrawn
from irrigation for an indefinite period of time. So, essentially the land would be
purchased and never again returned to agricultural production.

Purchase of lnigated Land

The quality of irrigated land in the liD varies tremendously. Some parcels are only
marginally suited for agricultural production. while other parcels produce a large stream
of income year after year. Average prices for land in the Imperial Valley presently

9 Arizona Cooperative Extension Service, Department of Agriculture and Resource

Economics, Field Crop Budgets, 1999, Tucson, Arizona.
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range from about $2,000 to $3,000 per acre.1o Using a factor of 6 percent, the annual
equivalent cost to purchase land would range from $120 to $180 per acre annually.
This amount is slightly higher than the cost of temporary fallowing. If the current cost of
government borrowing of 5 percent were applied, the annual equivalent would range
from $100 to $150 per acre annually.

Imputed Returns to Land

Based upon average returns of the 6 crops considered in the temporary fallowing
scenario. the imputed return to land is calcufated to be about $92 per acre annually.
The difference between this return to land and purchase cost is obviously in the impact
of the returns to the higher valued crops.

The linear programming model employed, resulted in a gross value for the 6 crops of
about $278 million per year. The Imperial County Agricultural Commissioner estimates
gross value of field crops to be about $257 million in 1999. By contrast, the gross
value of vegetable and melon crops was estimated to be $458 million for 1999. If one
made the heroic assumption that the margin for returns to land is the same for
vegetables and melons as it is for field crops (about 12 percent), the impu1ed land
return would be abou1 $388 per acre. The weighted average return to all land for all
crops might then be expected to be about $174 per acre annually. This value
compares favorably wi1h the cost of $3,000 per acre land.

Actual Land Market in Imperial County

A cursory survey of real estate agents with listings of irrigated agricultural land was
made. Agents indicated a wide variation in asking price due to land quality
considerations. Table 8 provides 2 summar; sample of asking prices for farm land
currently for sale in the liD.

Conclufiions

Permanent fallowing can probably best be achieved through actual purchase of farm
lands. It appears that the annual cost of land is in the range of $120 to $180 per acre.
The SSRP need for permanently fallowed land appears to centered on lands near the
Salton Sea in the vicinity of Niland and Calipatria. These lands appear to have values
on the low end of the range, around $2.000 per acre. Thus. the annual cost for such
lands may be in the range of $100 to $120 per acre.

10 Infonnal survey of real estate agents in Brawley and EI Centro. Display of data

received is shown on Table 8.
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Table S. Irrigated Land for Sale in Imperial Irrigation District -August, 2001

.file:landprice

Location Acres Asking Price Price/Acre

Forrester and Edgar 161 $350,000 $2.174

Weed and Anza Bermuda 101 $260,000 $2.574

East of Holtville citrus/drip 480 $2,400,000 $5,000

Weed and Anza 80 $192,000 $2,400

S.E. of EI Centra 1254 $3,250

N.W. of Hortville 582 $3,200

E. of Brawley 157 $3,000

E. of Brawley 156 $2,650
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EXECUTIVE SUMMARY

After replicating much of the CH2M Hill analysis of Socioeconomic Impacts, CIC could find no

substantive disagreement with the results as presented the 110 Water Conservation and Transfer Project

Draft EJR/EIS. We did find some differences in the data, and some differences in the arithmetic. We also

think those results could have been presented more succinctly, and we present Table 1 as a summary of

the essential features of the economic analysis. However, as far as the analysis goes, we would not

venture any substantial disagreement. We think it is fair, however, to point out some possible results that

were not fully developed and analyzed.

Some of the programs presented in the CH2M Hill analysis are not economically viable.
1.

There is no economically viable program that does not include at least some of the higher prices

contained in the IID/SDCWA agreement. I
2.

3.

The IID/SDCWA .agreement which does prohibit fallowing, (although this requirement is evidently

capable of being revised or eliminated) requires a minimum transfer of 130 KAFY. Any tra~sfer under

this agreement adds significantly to the total revenue because of the much higher SDCWA prices.

The minimum project under the QSA that takes advantage of the higher prices is 230 KAFY. Adding

an additional 70 KAFY under the IID/SDCWA agreement makes the project more finan~ially

attractive.

4.

5,
Although not co.nsidered in the EIR/EIS analysis, even if the IID/SDCWA agreement is not modified,

nothing in either agreement prohibits a program of fallowing to supply the QSA requirement for

CWv'D and/or MWD. So a feasible program would fallow for this 100 KAFY,'while using conservation

for the 130 to 200 KAFY for SDCWA.

6,

The enelysis of the effects of fallowing was slanted in the direction of maintaining the same

proportions in cropping patterns in the future as there has been in the past. This has the advantege

of being similar to the expected cropping given conservetion as the means of freeing up agricultural

water for transfer. However, much more efficient results could be, obtained by changing this'

assumption. From the viewpoint of economic efficiency, the enalysis would consider reducing

production in agricultural practices that had high water requirements relative to crop value. GIG came

up with an approximate analysis by fallowing only hay and pasture crops. Besides requiring fallowing



~
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..~ '

only '37.500 acres instead of the 53,286 acres required to maintain proportionality, the employment

impacts are reduced to just over 500 jobs lost as compared to over 1,400.

7 Water freed-up by conservation under any scenario is not as economically attractive as simply buying

t~e required acreage and saving the water that would have been used on it. This would not pre-empt

using systems that would encourage conservation through 'better use of water and/or better

agricultural practices. This should have been part of the analysis.

8. Apparently, a great deal of the compensation to farmers goes to State and Federal taxes (40.3%).

Needless to say, programs for mitigating adverse impacts such as job development and job training

for jobs lost as a result of fallowing would reduce the State and Federal tax bill by 40.3% of the

program cost.
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INTRODUCTION

CIC Research, Inc. conducted.a review of the socioeconomic sections of the Draft EIR/EIS on the

liD Water Conservation and Transfer Project. The purpose of this report is to provide an independent

analysis of the socioeconomic material contained in the report.

BACKGROUND

Draft EIR/EIS
~

This report contains an analysis of a number of different projects and alternatives arriving at

statements about best case and worst case, which seem to revolve around positive versus negative

changes in Imperial County employment.' There is a labored discussion about revenues, costs of

conservation, and payments to farmers. However, the analysis is complicated by very different water

price s,chedules, "ramp-up" timing schedules for water transfers and other time frames for the analysis.

We will summarize these elements before discussing the economic impact analysis.

Water Transfer Revenues~ --

The different projects and alternatives have revenues that vary for two reasons. First, the

quantity of water transferred varies, and at different "ramp-up" schedules over time. Second, the prices

received for different quantities of water varies over time and between programs. Price variation depends

on whether the O'uantification Settiement Agreement (OSA) is or is not in effect, and whether or not water

is transferred to CVWD or MWD, or SDCWA, and the amounts going to each. These two variables are

intertwined, but are best explained by examining prices first.

The lowest price is obtained for the first 50 KAFY if it is transferred to CVWD... $50 per acre foot,

(actually, escalated by 2.5% per year to $52 in 2001 dollars). After 2001 t the value of this $52 decreases

gradually in constant 2001 dollars to account for future inflation. A discount rate of 3.2% is used to

maintain prices in real 2001 dollars. This has the effect of lowering the real value of constant future

prices. By the end of the 75 year period of analysis the real price in constant 2001 dollars for this first 50

KAFY in effect is reduced to $32 per acre foot A similar analysis is made for the $125 price for any water

transferred to MWD or the second 50 KAFY transferred to CVWD. The price in 2001 dollars is estimated

at real value $130 in 2002 and declines in value (due to inflation) gradually after 2002 to $79 over the

next 75 years.

By contrast, prices under the 110 SDCWD agreement are not only higher in 2001 ($241) but under

the agreement increase for the first 16 years of transfers to a high of $373 (in constant
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2001 dollars) by 2018.1 After 2018, the price quoted in real 2001 dollars then declines in value due to

inflation reaching $272 (in 2001 dollars) after 75 years.

Water transfer quantity variation seems to be tied to time requirements to get conservation

measures in place. The discussed scenarios ramp-up as follows; 20 KAFY in 2002, 40 KAFY in 2003, 60

KAFY in 2004, S,O KAFY in 2005, 100 to 110 KAFY (depen~ing on project) in 2006.2 One limit is reached

in 2008 at 130 KAFY.3 Under another program, the quantity 'transferred continues to grow to 230 KAFY

by 2025. Two other programs continue to 300 KAFY reached in 2021 if the QSA is not in effect, and

2026 if the QSA is in effect.

An analysis of these different possibilities from least revenue to most, makes it clear that transfers

of 50 KAFY to CVv\lD at about $2.5 million is only a good deal if compared to what it brings in liD sales

(at about $15 per acre foot, $75,000). If this amount is transferred to MWD at QSA mandated $125 it

brings $6.25 million, and if transferred at the lowest rate in the agreement with SDCWA it would yield

revenues of $12 million.

At the first limit of transfers, (130 KAFY) least revenues are obtained at 50 KAFY transfer to

CVWD and next 80 KAFY transferred at $.125. Skipping the ramp-up and inflation adjustments this is

revenue of $12.5 million in 2001 dollars. The same quantity transferred under the SDCWA agreement

price schedule yields $32 million at the lowest price in the agreement; and $48 million at the highest price.

An examination of the revenue associated with the range of possibilities for the 75 years under

consideration results in the following, in constant 2001 dollars.

....

+

Least for 130 KAFY $722 million -total, .or $9.7 million per year on average (CvWD/MWD

prices).
Most for 130 KAFY $3 billion total, or $40.6 million per year on average (IID/SDCWA. prices

only).
Least for 230 KAFY $3.6 billion, or $47.4 million per year on average (CVWD/MWD QSA
prices for 100 KAFY and IID/SDCWA prices for 130 KAFY).

Most for 230 KAFY $5 billion, or $67 million per year on average (IID/SDCWA prices only).

least for 300 KAFY $5.1 billion, or $68.2 million per year on average (CVWD/MWD QSA
prices for 100 KAFY and IID/SDCWA prices for 200 KAFY).

Most for 300 KAFY $6.5 billion, or $87.2 million per year on average {!ID/SDCWA prices

only).

.

This is a wide range of revenue possibilities illustrating the importance of the price differences between

CVWD, MWD, and SDCWD.

, Actually, the agreement calls for a 25% discount that diminishes yearly over the first 17 years of the agreement
2 Appendix G p. G-4.
3 Draft EIR/EIS p. 13.14-10.



Conservation Costs

On farm conservation costs are listed as $83,720 per for an 80 acre tailwater recovery sys1em

(TRS) composed 'of:

$25,000 for a diesel pump having a useful life of 10 years.

$$27,270 for piping that has to be replaced after 30 years.

$31,000 for po,nd excavation and components lasting 75 years.

If this $83,720 takes replacement costs into consideration, the actual cost over the 75 years is

$286,675 per 80 acres, or $3,583 per acre, or about $45 per acre per year. Additionally, each TRS

requires an annual expenditure of $1,980 for energy, and $1,885 for maintenance. This adds an

additional annual cost for each 80 acre TRS of $3,865 or $~8 per acre, bringing the total annual cost per

acre to $93. Each 80 acre conservation TRS saves 53 acre feet, or 0.66 acre feet per acre. The average

on farm annual cost reduction for this level of water savings is about $10 per acre. Obviously no farmer

would spend $93 per acre,per year to save $10 so an incentive payment of some sort would be required

to bring about this type o'f conservation. At the least revenue for 130 KAFY transfer, ($10 million per

year) divided over the approximate 200,000 acres required to conserve 130 KAFY would yield $50 per

acre. Under this scenario then, would a farmer spend $96 in order to save $10 in water costs if given $50

for th'e trouble? Not likely, and we have not even considered interest charges in the conservation capital

costs of $3,583. Obviously then at the lower water prices quoted for transfers to CVWA and/or MWD

there is insufficient money for conservation to 'be' economically viable. However, conservation is not

required under the QSA, so distributing $50 per acre for using less water m~y provide a workable

incentive, for example for fallowing.

The purpose of the above analysis is to show ihat in the absence of higher prices as in the

IID/SDCWA agreement, proposals for transfers of water through conservation measures applied to

Imperial Valley agriculture are not economically feasible. Some transfer at the higher SDCWA price

schedule is required, or alternatively transfers involving fallowing rather than conservation would be

required. The minimum transfer quantity specified in the IID/SDCWA agreement is 130 KAFY.

The higher prices in the SDCWA agreement would result in $41 million per year (in constant 2001

dollars) for 130 KAFY obtained by conservation on 200,000 acres or $205 per acre per year. This would

provide a greater incentive for farmers to spend $93 per acre to save $10 in water costs. Again, not

including interest costs, payoff for all 75 years of conservation costs could be made in just 16 years.4 But

if this is a good deal, why limit it to 130 KAFY when at 300 KAFY, every farmer In the valley could
.

participate. Moreover, if this is a good deal why bother with the conservation costs at all. 300 KAFY

4 There is a disparity between these conservation costs and those used by CH2M Hill. They estimate conservation

costs in this altemative at an annual average of $22.5 million, and payments to farmers at $22.9 million, which leaves
the program about $5 million short of paying for itself.

4



could be obtained by fallowing 53,286 acres and a no cost $200 per acre per year distributed to every

farmer, never-mind saving the $10 per acre. That avoids the $93 per acre expense to save $10, which

after all is not a sound way to do business.

Between these two cases is a 230 KAFY scenario that represents the minimum transfer that

fulfills the requirements of both the QSA and the IID/SDCWA agreement. I.e., in case the 100 KAFY at

the lower prices is a requirement We examined this case, and at the $50.5 million average annual

revenue and the CH2M Hill analysis of $35.8 million in annual conservation costs plus $18.4 million in

annual farmer payments, the program ends up $3.7 million per year on average short of paying for itself.

However, if this unsound business proposition could be made more attractive by increasing the transfer to

SDCWA to 200 KAFY, the extra $11.3 million makes it a workable program (Proj.ect B). This would pump

up the revenue enough to make conservation a more att~active alternative if the QSA is in effect and the

lower prices apply to the first 100 KAFY.

.These issues are not explored in any depth in the draft EIR/EIS. The analysis rather turns to an

assessment of economic impacts under 7 different scenarios.

Economic Impact Analysis

The economic impact analysis considers scenarios A, B, C, and D. Also, alternatives 2, and 3A

and 38.. In A and B, 300 KAFY are saved through conservation, 230 KAFY by on farm TRS measures

and 70 KAFY saved through delivery system improvements. Project A transfers all 300 KAFY at SDCWA

prices. Project B transfers 100 KAFY at the lower MWD price (without the first 50 KAFY at $50 in effect)

and transfers 200 KAFY according to the SDCWA price schedule.

Scenarios C and 0 also assume 300 KAFY transferred. Only in this case, the 300 KAFY.is

obtained by fallowing approximately 50,000 acres. (Actually, at the quoted average 5.63 acre feet of

water per acre of land, it takes fallowing 53,286 acres to save 300 KAFY). However, because of multi-

cropping, 1.17 acres of crops are lost on average for each acre fallowed. Thus the opportunity costs of

fallowing 53,286 acres is 62,345 acres of crops. An analysis of the crops lost through following is subject

to several issues, some of which are summarized below. The only differences between Scenario C and

Scenario 0, is the revenue associated with each. Scenario C assumes all 300 KAFY is water transferred

under the price schedule contained in the IIO/SOCWA agreement. Whi!e Scenario 0 assumes only 200

KAFY of revenue is obtained at SDCWA prices and 100 KAFY is transferred at the lower CVWD/MWD

prices and in this case, the first 50 KAFY does transfer at the lowest CV'ND rate ($50 per acre foot for the

first 50 KAFY).

Revenues under each scenario are summarized here and simplifying for the discounted values

(to express dollars in cons~ant 2001 dollars), and also the ramp-up schedule for water transfers.



.

Scenario A could be as high as $110 million per year using highest prices, but averaged over

the life of the project, (75 years and using the gradual ramp-up schedule) is about $87.2

million dollars per year in constant 2001 dollars.

.

Scenario B assumes 100 KAFY at about $130 per acre foot in 2002 dollars declining over 75

years to $79 per acre foot in real 2001 dollars. This amounts to an average of $9.9 million

per year in 2001 dollars. :The additional 200 KAFY transferred at SDCWA prices would result

in an additional average annual revenue of $61.4 million or total revenue of $71.3 million per

year in constant 2001 dollars.

.

Scenario C assumes 300 KAFY at SDCWA prices or an average of $87.2 million per year in

constant 2001 dollars.

.

Scenario D assumes 50 KAFY at the lowest price (75 year average of $2 million per year),

and 50 KAFY at the MWD price (an average of about $5 million per year) and 200 KAFY at

SDCWA prices, which as in Scenario 8 is an average revenue of $61.4 million. Over the 75

years the average total revenue per year in constant 2001 dollars would therefore be about

$68.2 million.

These projects are summarized in Table 1, along with 3 other alternatives that were

presented in the report involving lower amount of transfers (130 KAFY & 230 KAFY).

(a) Conservation Projects A and 8

Scenario A and 8, proposes on farm conservation capital costs of $83,270 ($286,675 including

replacement capital costs) per 80 acre tailwater recovery system (TRS). There would also be labor and

maintenance charges of $1,885 per year per TRS and $1,980 per year in energy costs to operate the

systems. It would require 376 TRS systems to obtain 20 KAFY in the first year of the program. To get to

230 KAFY it would take 4,324 such TRSs on 346,000 acres. The remaining 70 KAFY are proposed to

come from delivery system improvements. Specifically:

10 subsurface systems at an average capital cost of $271 ,000 ($2.7 million) each would conserve

511 acre feet per year, (5.1 KAFY total for the 10). These systems would each have an annual

energy cost of $1,691 and annual labor and other costs of $3,000 per system ($121,966 total

annual costs). This makes the average annual cost of about $20 per acre foot.

.

16 surface systems at an average cost of $18,0,000 ($2.9 million total) that would conserve 622

acre feet per year each (a total of 10 KAFY). In addition to these capital costs, these systems

woul~ each have an annual energy cost of $1,715 and annual labor and other costs of $3,000 per

system ($121,966 total annual costs). This tally's to about $15 per year per acre foot.

..

Additional conservation of up to 85...~:Y are assumed from 14 sites for lateral interc~'ptor

systems at an initial capital cost of '$.495 per acre foot conserved plus energy and maintenance

jb~D
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costs of $5 and $6 per acre foot respectively. Assuming a useful life of 25 years, this would add

to an acre foot cost of about $30 in constant 2001 dollars.

To initiate a 300 KAFY conservation program would require about $1,310 in initial capital cost plus

$58 in annual energy and operations and maintenance costs per acre foot. Replacement capital costs

could add as much as $3,200 to the capital costs per acre foot, or a total capital cost outlay over the 75

years of $4,500 per acre foot. Averaged over a 75 year period this amounts to $60 per acre foot in capital

outlays, and $58 per acre foot in annually recurring operations and maintenance costs. Not including

interest costs, this is a cost of $118 per acre foot of water conserved for transfer. The figure the report

arrives at including interest is about $127.

(b) _Conservation Expenditure Impact!

Tables 2 thr°l:'gh 5 show the results of C/C's replication of CH2M Hill's analysis of the economic

impacts of the extensive conservation projects required to conserve 300 KAFY, based on the Project A

scenario. The results are based on total conservation expenditures averaged over 75 years in constant

2001 dollars.

Table 2 -75 Year Annual Average Output Impacts -(Millions of 2001 Dollars)

Table 3 -75 Year Annual Average Employ~ent Impacts

Indirect
I Employ~nt

Induced

EmploYn1;!ntEmpJoyrrent

Total

Employ~nt
1611 sol 51' 2621

I Electric Services
-

IWholesale Trade 831 161 251 1231I 

55191 131 .771l~~Jng
ITotal 427\ 891 125\

641'

Table 4 -75 Year Annual Average labor Compension Impacts- (Millions of 2001 Dollars)



Ulrect
J ncorre

I nolrect
fnco~

Induced
I ncorreProject A Labor I ncon-e Totallncorre

rNew Utility Structures $3.61 $1.11 $1.01 $5.7~
$3.71I Maintenance and Reoair Other Facilities

I Electric Services
IWholesale Trade

'Banking
'Total

Table 5 -75 Year Annual Average Proprietors Income Impacts- (Millions of 2001 Dollars)

J ndirect

Income
Direct

I ncon-e
Induced
Inco~Project A Proprietors I nCOnE Totallncorre

I~~~ Utility Structures $1.91 $0.31 $0.31 $2.51
I Maintenance and ReDair Other Facilities $1.41 $0.11 $0.21$1.71

$0.11 $0.01 $0.01 $0.11I Electric Services
IWholesale Trade $0.21 $0.11 S~11 $0.41
lB3nkin~



(c)£allowina Projects C and D.

The cost of water conserved for transfer by f.allowing agricultural acreage is estimated by using

5.63 average water used in irrigation per acre under cultivation. Obtaining 300 KAFY, requires fallowing

53,286 acres. Converting this reduced cropping to .dallars requires knowing what crops are lost and their

market value. The EIR/E/S used the following data; .

2% 962 acres at $1,003 per acre = $0.97 million.

13% 7,271 acres at $425 per acre = $3.09 million.

51% 26,989 acres at $444 per acre = $11.98 million.

5% 2,576 acres at $638 per acre = $1.64 million.

22% 11,614 acres at $3,400 per acre = $39.49 million.

7% 3;873 acres at 1,227 per acre = $4.75 million.

100% 53,285 acres at $1,166 per acre = $62.13 million.

1. Cotton

2. Food grains

3. Hay and pasture

4. Grass seed

5. Vegetables

6. Sugar crops

Total

The total opportunity costs of transferring 300 KAFY in terms of crops lost, according to this

assessment is $207 in lost crops per acre foot of water transferred. However, gross value of crops not

pro'duced would be an exaggerated assessment of opportunity costs, Economic Impact Analysis is a

preferred method for assessing economic impacts for decreases or increases in an economy for changes

that effect a few sectors directly,5

The EIR/EIS socioeconomic study employed the IMPLAN Pro input-output modeling software

with 1998 Imperial County data to make these assessments. CIC Research tried to replicate this

approach generating the following tables 6 through 11. In general, the results are the same as in the

Draft EIR/EIS.

Table 6 -Estimated Crop Lof.~es for 300 KAFY Fal!owing

5 The impact on the entire economy is measured by estimating indirect impacts, and induced impa~. Indirect impacts are changes

associated those sectors that produce inputs for sectors that are directly impacted. Induced impact are changes associated with the
change in expenditures by households because of the change in income payments by sectors that are directly or directly impacted.





Table 10 .Estimated Proprietor Earnings Reductions for 300 KAFY Fallowing

IMPLAN pro could also be used to explore impacts on indirect business ta~es, as part of a fiscal impact

analysis. GIG took the liberty of adding a table that would show this. It pales beside the Draft EIR/EIS

estimate of 40.3 percent of net revenue payable to state and federal taxes.

Table 11 -Estimated Decreases in Indirect Business Tax Collections for 300 KAFY Fallowing

(d) Alternative FallowinQ Scenario

There are many other ways to free up 300 KAFY through changing agricultural practices. For

example, by fallowing 37,500 Acres of Hay and Pasture production 300 KAFY could be saved. This

would reduce adverse impacts to $16.65 million direct farm output, $25 million county-wide output, 521

total jobs, that produce $2.41 million in employee compensation, and $3.65 million proprietors income.

(See Tables 10 through 17). :I .







farmer ComDensation 'mDact~

1.

2.

3.4.

Project A -Total Compensation -$600 Million, or $8 Million per year.

Project B -Total Compensation $300 Million, or $4 Million per year.

Project C -Total Compensation $1.6 Billion or $20.7 Million per year.

Project D -Total Compensation $1.2.Billion or$15.8 Million per year.

The EIR/EIS assumes 50 percent of these payments would impact the Imperial County economy

through personal consumption expenditures. The rest (50.%) was assumed to be used outside to county,

because 37 percent of these payments would go to non-resident land owners, and because it is assumed

that the location of Imperial County makes the probable leakage greater than it would be in other counties

in the United States. (Because IMPLAN Pro does not differentiate for border/non-border locations.)

Direct expenditures into the local economy of:

1. Project A -$4 Million per year.

2. Project B -$2 Million per year.

3. Project C -$10.4 Million per year.

4. Project D -$7.9 Million per year.

6 The difference between project A and project B is lower prices for water, thus lower revenues. Conservation costs are the same

(with only some differences in timeing), so the lower compensation to landowners is reflective of lower overall revenue. The same is
true for the fallowing scenarios Project C compared to Project D.
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REVIE1N OF PROFESSIONAL STANDARDS

In general, the professional economic standards used the analysis is common, However, the use

of input-output analysis to examine long term economic events is a bit unusual. Since the analysis is in

constant 2001 prices, the only other variables that would not be expected to remain constant would be

technological in nature, effecting cost functions and labor and capital productivity.. One minor

shortcc,ming in this regard is the use of 1998 technology and labor productivity with 2001 price data...rhis

would 1:end to overestimate the labor requirement pe~ dollar of output because of price increases from

1998 to 2001. This probably results in estimates of employment impacts larger than they should be by 8

or 9 pl:rcent in both directions. (i.e. Negative changes more negative and positive changes more

positivE!)

REVIE1N OF DATA USE

The economic impact analysis made some adjustments in the IMPLAN agricultural sectors, which

are not regarded as the best data on agriculture. However, these changes were not well documented

and GII:'s replication analysis based on unadjusted IMPLAN data yielded very similar results. GIG found

that the! lower value crops tended to be overvalued in GH2M Hill's analysis, while higher value crops were

under '/alued. The valuation differences were largest for sugar beets, (46.5%) but all differences were

greater than 10 percent.

Table '18 -Average Crop Value Per Acre .1999 Data

CH2M Hill 1999 Data Percent
(1) (2) Difference

$1.003 $1,109 10.6%
$425 $361 -15.1%
$444 $390 -1~.2%
$638 $553 -13.3%

ICottonl .

$3,400
$1,227

(1) CH2M Hill EIR/EIS Appendix G. p. G-13
(2) Im~)erial County 1999 Agricultural Crop and Livestock Report.

These differences tend to support the argument that a more selective fallowing, (lower value

crops first) would significantly reduce the adverse economic impacts. See MITIGATION discussion

below.

SHOFtT AND LONG TERM ECONOMIC IMPACTS

The use of six 5-year blocks up to 30 years followed by a 45-year block is an unusual way to

present results. We would have preferred to see the effective cash flow during the ramp-up years.

However, most of the issues can be understood by summing the 75 years of transfer costs and revenues



then dividing by 75 to see what the typical (average) year looks like. This approach was used by CIC to

prodllce replications of the economic impact analysis, and for producing a summary view of the different

projel:ts (Table 1).

MIT/(;A T/ON

There are conflicting statements about the impact of fallowing on the Salton Sea. In Appendix D

a statement is made that the all fallowing 300 KAFY project would result in lower adverse impacts on the

Salton Sea because most drain water would continue to flow into the Sea. Table 3.14-1 states that the

effect:s on the Salton Sea would be the same as under the conservation alternatives i.e. 11 years shaved

off the life of the Sea. The Salton Sea's future depends on how the Salton Sea. Restoration Program

unfolds. A firm decision on restoration i.s still in the future. Demise of the sport-fishery seems eminent

with the associated adverse impacts attributable to a decline in visitors and visitor spending. Inability of

the tilapia to reproduce would be the next crises in the death of the Sea, although, tilapia can survive in

water t~at is almost twice as saline as water in which they can reproduce: As long as there are tilapia in

the Sea, the Sea would continue to function. For this reason, a mitigation that is popular at the moment is

one that would grow the tilapia in hatcheries for plantings into the Sea. The land required for the

hatcheries is estimated at 5,000 acres. Cost for hatcheries is estimated at between $350 and $800

million.7 The EIR/EIS estimates fallowing 5,000 acres would impact imployment by -150 jobs, but no

estimate is offered for the beneficial effects of building and operating hatcheries. A second approach to

mitigation of adverse impacts is also presented in the report. This approach would fallow 25,000 acres

and drain the associated' water (140 KAFY) directly into the Sea as a replacement for the 300 KAFY

transferred. The adverse impacts are estimated at -750 jobs. Since the opportunity cost of 140 KAFY is

over ~40 million (in IID/SDCWA agreement prices) this would' seem to be expensive enough to

discourage any transfer program with the possible exception of the most selective fallowing program on

over 60,000 acres. This would'increase the adverse employment impacts to about -2,000 jobs, since

there VI/ould be no offsetting expenditures.

Adverse employment impacts resulting from fallowing could be minimized by using employment

impact:; as a criteria for selecting which acreage and which crops would be fallowed. We suggested one

possible scenario which was to fallow Hay and Pasture acreage that uses as much as 8 acre feet of water

per acre. This would require fallowing 37,500 acres with a reduction in county-wide sales of $25 million

and eri~ployment of 521. This compared to the nearly $100 million reduction in sales and 1,400 jobs

contairled in the socioeconomic analysis in Section 3.14 and Appendix G of the Draft EIR/EIS.

For example,Other more creative fallowing approaches might result in even better results.

inefficient water users could be identified, and marginally productive lands.

7 EIR/EIS p. 3.14-22.
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Finally, the 110 would have sufficient cash flow to purchase the land to be fallowed. Even at the

discounted start up prices in the SDCWA agreement, the cash flow would cover the cost of buying 50,000

acres irl only 2 years (although the ramp-up schedule in the 110 SDCWA agreement might make this a

more gradual acquisition). This would leave 73 years of a substantial revenue stream which could be

used, for example, to lower or even zero water prices to 110 water bu.yers, support economic development

investm,ents, support conserv8tion, and environmental enhancements. There would also be sufficient

f,:!nds available to undertake significant job retraining -skills development for Imperial County residents.



APPENDIX A

ENVIRONMENTAL JUSTICE
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REVIEW OF THE DRAFT EIR/EIS
FOR THE PROPOSED liD WATER CONSERVATION AND TRANSFER PROJECT:

ENVIRONMENTAL JUSTICE IMPACT ANALYSIS

ENVIRONMENTAL JUSTICE IMPACTS OF FEDERAL PROJECTS

Executive Order 12898, was signed by President Clinton on February 11, 1994. EO 12898
di~ects "Federal agencies to take .the appropriate and necessary steps to identify and
addre.!;s disproportionately high and adverse effects of Federal projects on the health or
environment of minority and low. income populations to the greatest extent practicable
andpE!rmitted by law." However, the further objective of the EO is to enhance the provision of
nondisl:rimination .in Federal programs affecting human health and the environment by
promoting meaningful opportunities to access of public information and participation in matters
relating to minority and low- income populations.

Therefore, the intent of EO 12898' is to identify the potential for disproportionate impacts to
minority and/or low income populations as a result of a Federal project like the 110 water
transfer, and then to provide informational outreach to these populations to make them aware of
the poitential impacts and to involve them in the decision process and evaluation of potential
alternatives. The reasoning behind this informational outreach is to involve populations that
have historically been disenfranchised from the standard public informational process. The
Federcll policy recognizes that low-income and minority populations have a right to information
regarding these Federal projects, but do not have the same access or may have language,
transportation, education or other obstacles that make it difficult for them to participate in the
public information and planning process.

The Environmental Justice (EJ) analysis should not be limited in focus to low-income/minority
"communities" only, although this is a common misconception. Indeed the EJ analysis is not
limited to a specific minimum threshold level of population impacts and may be found when a
very small low-income/minority population is impacted whether or not that population would be
readily defined as a community. Part of this mis.conception ha~ been .generated by analysis of
Feder,!1 project impact areas that are usually defined as adjacent to or the general area
surrounding a proposed Federal project. However, the proposed liD water transfer is not a
specific localized project, but rather a regional project with potential impacts to .the greaterImperial Valley economy. .

GIG f~ESEARGH COMMENTS ON THE DRAFT EIR/EIS ENVIRONMENTAL JUSTICE
IMPAI~T ANALYSIS

.~ Environmental Justice

1) The Draft EIR/EIS Environmental Justice analysis employed a census tract impact methodology,
based on physical proximity to the proposed project. Based on this definition (i.e.. census tracts)
the study identified low-income and minority communities as areas which were recpresented by
above and below average percentage comparisons to the countywide average ethnicity and

income, respectively.



2) In general the Environmental Justice impact analysis concluded that no EJ impact would
occur disproportionately to anyone specific low-income/minority community because the
project impacts are countywide and not community specific (i.e., census tract specific).
Further the study concludes that the impacts would likely occur throughout the region,
therefore, low-income/minority communities would not be disproportionately impacted.

3) Further the study concluded that even though the worst case loss 'of farm employment is
1,400 jobs this would only represent 2.8% of the countywide employment (48,900).
Therefore, it would not be a significant impact. Even within the farm employment sector
the loss of 1,400jobs would represent only 12% of the county's total farm jobs.

4) The Draft EIR/EIS states, -However, farm laborers could be affected as a group by
fallowing activities and on-farm irrigation system conservation measures, which would
reduce the demand for farm labor in some areas."

CIC Research Comments To The Consultant's Findina~

The census tract/community impact analysis performed by the Consultant for this project is not
an appropriate methodology. The Consultant has misinterpreted the environmental impact
criteria of EO 12898 as only pertaining to a "community~ and that these communities can be
defined by census tracts. The Consultant has also misapplied the impact of a region-wide
Federal project as if it were a community-level project. In so doing the Consultant has ignored
the region wide socioeconomic impacts and fails to address the potential for disproportionate
impacts to the low-income and minority population throughout the Imperial Valley economy.

The proposed 110 water transfers are a regional project with region-wide effects on employment
loss. The Consultant has correctly identified the 48,900 countywide jobs. However. the
appropriate measure of disproportionate impacts would have focused on the resulting 1.400 lost
agricultural jobs identified by the Consultant and whether this employment loss would
disproportionately affect low-income and/or minority households compared to the countywide
population. .

The census data cleCirly indicates that agricultural workers in general represent significantly higher:
proportions of low-income end/or minority households then the county's average employee/household
characteristics. Therefore, a disproportionate Environmentsl Justice impact is likely. Indeed the
Consultant states:

"However, farm laborers could be affected as a group by fa I/o wing activities and on-
farm irrigation system conservation measures, which would reduce the demand for
farm labor in some areas. This effect would not disproportionately affect a specific
community or area but could affect farm laborers, which are predominantly minority
and low-income, as a population group."

The Consultant has clea,rly recognized that the predominate impacts of the water transfer
program would be to minority and low-income farm laborers. However, the Consultant has
inappropriately dismissed these impacts because the impacted low-income and/or minority
population doesn't live in a specific community within the Imperial Valley. The correct
application and study conclusion using EO 12898 is that the water transfer program results in a
disproportionate impact to the low-income and minority population of the Imperial Valley.
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When Environmental Justice impacts are found, then Federal Government policy guidelines
requirl~ significant outreach to the low-income and/or minority population. This outreach should
begin very early in the study phase in order to inform the potentially affected low-income and
minority populations of the proposed project, including proposed project alternatives. The
inforrriational outreach to this population should be conducted in a way that is conducive to their
inclusion in the decision and planning process, including in a language, time, and place that is
convenient to them.

~II Environmental Justice Review Findinas.

In general the Environmental Justice analysis performed by the Consultant is superficial and
inappropriately applied. Specifically, the community-level impact analysis was inappropriate for this
project. The Consultant on the Draft EIR/EIS for the Proposed 110 Water Conservation And Transfer
Projec1 should redo the Environmental Justice analysis based on the potential region wide disproportional
impacts to minority and low-income households resulting from the water transfer program. Furthermore,
the Consultant should then provide recommendations for informational outreach to the impacted
population and possible mitigation measures.
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EXECUTIVE SUMMARY

011, August 1, 1992, the Metropolitan Water District of Sou them California (Metropolitan)
initiated the Test Land Fallowing Program (Program) with farmers within the Palo Verde
Irrigation District (PVID). The two-year agreement worked as follows: Program participants
could I~nroll up to 25% of their productive acreage in the Program in exchange for a per enrolled
acre payment of $1,240; enrolled acreage was then left fallow and not irrigated for two years;
water :savings were calculated and credited to Metropolitan. In total, 20,215 acres--roughly 22%
of the valley's cultivated acreage--were enrolled in the Program.: Program payments totaled
appro):imately $25.1 million.

Program parccipants were surveyed at the end of the first and second years of the Program
to evaluate farm level adjustments and costs associated with Program participation. The results
of these surveys are reported in Great Western Research (1993; forthcoming).

Thl~ purpose of this study is to evaluate the economic impacts to Program non-participants
such a~; local businesses providing farm services or supplies, as well as the Program's overall
impact on the regional economy. Reported findings are based on telephone and field interviews
and survey of local retail and wholesale businesses and commwUty officials; crop budget
analyses of changes in input purchase patterns; and analyses of regional quarterly sales tax and

monthJly employment data.. ...

The principal findings of this study are as follows:

.Th!: Program was not found to have affected overall regional economic perforD1ance to
any si~;nificant degree. City officials and local bank representatives characterized the current
state of the regjon's economy as improved relative to prior to the Program. The Program was
not found to have affected the region's property or sales tax bases, or the provision of
government services. It was, however, found to have contributed to a modest loss of
emplo)rment in the region. Over the two-year period, the Program was found to have
contributed to the loss of 27 full-time farm jobs, 25 fuij-time jobs in farm-related businesses, and
seven part-time / seasonal jobs in farm-related businesses. .The combined losses were equal toapproximat.ely 1.3% of the region's average employment for 1991-92. .

.Th.~ Program was not found to have caused non-farm:related businesses in the region to
reduce employment or Jose revenue. Surveyed and interviewed non-farm-related businesses
indicatl~d that the Program had no perceptible effect on their revenues, and did not cause them
to adju:st their employment. In addition, businesses surveyed whose farm-related sales in the
region -comprised less than 20% of their total revenue also indicated that the Program did not
affect tJ1eir businesses in any significant way.

.Nel~ative economic impacts of the Program concentrated within farm-related businesses
providing services or supplies to the region's farmers. Three-fourths of surveyed businesses
provid:ing [arm services characterized the Program as causing a significant decrease in revenues
in 1993, while three of four respondents providing farm supplies characterized it as causing a
minor decrease. It shoUld be noted, however, that approximately 70% of all firms surveyed
characterized the Program as causing only a minor decrease or having no impact on their
revenues during the first year, while approximately 77% characterized it as causing a minor
decrea~;e, no impact, or a minor increase in their revenues during the second year.

Employment losses caused by the Program also were found to have concentrated within
farm-rE~lated businesses. Overall, four of five surveyed firms providing farm services or
suppliE~s characterized the Program as a primary, though not necessarily the only, reason for

i



Regional Economic Impacts of the Palo Verde Valley Test Land Fallowing Program.

reducing employment between 1992 and 1994. These firms reduced full-time employment by a
total of 25 jobs and part-time/ seasonal employment by seven jobs over the two-year period.

\'\rbile the Program did not negatively affect the overall performance of the local economy, it
did result in concentrated impacts on a few businesses providing farm services and, to a lesser
extent, farm supplies.

.T:he Program was found to be only one of several causes for a reduced regional demand
for farm-related labor, services, and manufactured inputs. It is important to emphasize that
there were many factors simultaneously affecting the'local demand for farm services and
supplies. For example, since 1988, the region's lettuce acreage has decreased by approximately
15,000 acres due to wrotefly infestation and other factors unrelated to the Program. It is
estim;~ted that tros reduction has caused the annual demand for seed, fertilizer, chemicals, and
custom services to fall by approximately $8.3 million, and the annual demand for custom
harvest services by approximately $19 million. By comparison, it is estimated that the Program
reduced the anJ1ual demand for seed, fertilizer, chemicals, and custom services by
approximately $4.0 million wrole it was in effect. While the Program did produce a measurable
decreclse in farm-related activity, it should be noted that the significant decrease in vegetable
and melon production in the region due to wrotefly and other factors not related to the Program
has hCld a more pronounced and lasting effect on the demand for farm labor, services, and
suppli:es. .
.A high proportion of Program payments were injected into the local economy. Program
partidpants reportedly spent 93% of Program payments in excess of fallowing and maintenance
costs on farm-related investments, purchases, and debt repayment. Approximately 61% of
Program payments in excess of costs was spent within the local economy. The Program was
found to have provided timely financial relief to the region's agricultural producers who had
been LLnder signjficant hardship due to low prices for key commodities, especially alfalfa, and
pest irlfestation.

O\'erall, the analysis indicates that the Program contributed to a modest decrease in regional
employment.-approximately 1.3% of average employment for 1991.92..but did not result in
measurable changes in other regional economic performance indicators such as taxable sales,prope]~ty tax revenues, and construction activity. It also should be noted that while .

appro:<imately 61% of Program payments were reportedly spent locally, it was beyond the
scope ,of this study to attempt to measure possible job gains or increased economic activity
associated with this spending. .
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1.0 INTFtODUCTION

On August 1" 1992, the Metropolitan Water District of Southern California (Metropolitan)
initiated the Test Land Fallowing Program (Program) with farmers within the Palo Verde
Irrigation District (PVID). The two-year agreement worked as follows: Program participants
could enroll up to 25% of their productive acreage in the Program in exchange for an annual
payment of $620 per enrolled acre; enrolled acreage was then left fallow and not irrigated for
two years; water savings were calculated and credited to Metropolitan. Farmers enrolled 20,215
acres--roughIy 220;0 of the valley's cultivated acreage-in the Program.

The' Program was monitored and periodically reviewed by,a five-member Measurement
Committee consisting of representatives from Metropolitan, PVID, Coachella Valley Water
District, Imperial Irrigation District, and the Bureau of Reclamation. In addition, Program
participants were surveyed at the end of the first and second years to tabulate farm level
adjustments and costs associated with the Program. The results of these surveys are presented
in Great Western 0993; forthcoming).

The' purpose of this study is to further document the impact the Program has had on the"local economy. Particular emphasis is given to businesses and individuals that provide farm .

service:s or supplies, or handle farm products, since these were likely to be the most significantly
affected by the Program. The overall impact on the regional economy is investigated as well.

The analysis contained herein reflects an extensive literature review; telephone and fie1d
interviews and survey of local retail and wholesale businesses and 'community officials;
analyses of regional quarterly sales tax and monthly employment data; as well as an analysis of
agricultural production adjustments within the valley.

1.1 REPORT ORGANIZATION

The remainder of this report is organized as follows:

Section 2 provides background on the Palo Verde Valley, its regional economy, and
recent economic events other than the Program that have impacted the regional

economy.

Section 3 documents impacts of the Program using results from the local business
surveys, interviews, employment and sales tax data analysis, and farm production

adjustment analysis.

Section 4 examines community perceptio.ns towards the Program as elicited from
surveys and interviews with local businesses aTld community officials.

2.0 THf: REGION

Tl\e Palo Verde Valley runs north to south for approximately 30 miles along the California
side of the Colorado River as it flows between Arizona and California. From the river, the
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valley extends westerly for about 9 miles until the Palo Verde Mesa is reached. In total, the
valley encompasses an area of approximately 270 square miles of level, alluvial flood plain. The
valley lie~; primarily within Riverside County, with its southern edge resting in Imperial
County. U.S. Interstate Highway 100-10) bisects the valley from east to west. State Routes 95
and 78 ~.n north to south through the valley.

The valley's economic center is the City of Blythe, located along 1-10 about five miles west of
the Colori3do River. Other communities within the valley include the small towns of Ripley and
Palo Verde south on State Route 78. In Arizona, the towns of Ehrenberg and Quartzsite lie
approximately six and twenty miles east of Blythe, respectively, along 1-10.

The population of the market region is approximately 27,000, of which about half resides
within Blythe. Official population estimates for the area include inmates and staff of the
recently constructed Chuckawalla and Ironwood State Prisons. Excluding the incarcerated, the
region's y'~ar-round population is approximately 23,000.1 Table 1 shows the non-
institutionalized population by subregion for 1990 and 1994. Since 1990, regional population
has increased 110/0, an average annual rate of growth of 2.7% for the period.

Table 1 .

Year-Round Population
_by Region of the Palo Verde Valley Market Area

-

_Region-- 1990 1994 Percent Chan.Qe

8,269
5,429
1,750

658
1,197
1,833
1,660

9,850
6,011
1,699

695
1,277
1,950
1,660

19%
11

(3)
6
7
6
0

City of Blythe
East Blythe & Valley
Chuckawalla Division
City of Palo Verde
Ehrenberg, AZ
Ouartzsite, AZ

Southern La paz Co" AZ

Total 20,796 23.142 11

Average Annual Rate of Growth 2.71

Source: Community and Economic Profile: Blythe" and Palo Verde Market

Area. City of Blythe, 1994.

2.1 THE ECONOMY

AGRICULTURE

The Palo Verde Valley has been and continues to be rooted in agriculture. Its 270 square
miles of IE~vel, alluvial soils, ample supply of Colorado Riv:er water, and year-round growing

1 Institutionalized population is included in the official estimates so that the region may receive variousstate subvE~ntions based on population. .
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Between 1988 and 1992, the gross value of crops produced in the valley has, in 1992 dollars,
ranged between $79 and $189 million, as shown in Fi~re 1. The average gross value of crop
produc'tion over the period was approximately $124 million. As discussed more fully below,
vegetalJle prod uctiOr) in the valley has declined sharply over the past decade, both in terms of
acreagE~ and yield, and this has had a significant impact on the region's farm employment and
gross value of production. Be~een 1988 and 1992, the gross value ofyegetable production fell
by 86°/~,. It is important to emphasize that the regional decline in vegetable production is in no
way re:lated to the Program. .

Figure 1
Gross Farm Receipts from the Palo Verde Valley

200

150

100

~

i~
(\/
(1)
(1)

~;;,=
§~
J;,.

~--~ ~

~

50 --

0
1988 1989 1990 1991 1992

.Citrus and Other 0 Melons .Field Crops B Vegetables
S~urce: Acreage and AgriC1.lltural Crop Reports: 1988-1992. AgriC1.lltural Commissioner's Office, Riverside County.

OTHER ECONOMIC ACTIVITY.
Otl1,er base economic activity in the region includes light manufachIring, tourism, and the

two ne'N prisons. The valley's location along 1-10, the proximity of the Colorado River, and the
desert climate make it host to a variety of seasonal visitors. In the winter, the area receives a
substarltial influx of "snowbirds" seeking the mild desert winters. It is estimated that during the
five months of winter, the population in the area more than doubles (City of Blythe 1994). Most
of this ilncrease occurs around the town of Quartzite, Arizona, but some of it spills into the
Blythe area. The City of Blythe also supports a large number of service stations, fast food
restaurants, and motels that serve 1-10 travelers. Service stations and fast food restaurants are
the principal sources of sales tax revenue for the city (City of Blythe 1994).

Recently, the region became host to two new state prisons: the Chuckawalla Valley State
Prison opened in November 1993; and the Ironwood State Prison opened in October 1994. With
appro~imately 800 jobs at each prison, these are now the largest employers in the area (City of
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Table 2

Employers in the Palo Verde Valley Market Area
~tth more than 50 Employees_-

Cuckawalla State Prison 800 Level II Prison
Ironwood State Prison 800 Level III Prison
Palo Verde School Dist. 384 Public School

Morgan Corp. 231 Manufacturing
Palo Verde Hospital 137. Medical
Hi-Value Processors 120 Vegetable packer
County of Riverside 120 Government
Palo Verde Irrigation Dist. 76 Public Irrigation
City of Blythe 71 Municipality
Toshin Trading Co. 65 Feed Processor

_Palo Verde Comm. College 60 Comm. ColleQe-

Source: Community and Economic Profile: Blythe and Palo Verde
Market Area. City of Blythe,-1994.

2.2 NON-PROGRAM FACTORS AFFECTING THE REGIONAL ECONOMY OF PALO VERDE VALLEY

In recent years, several events other than the Program have affected regional economic
activity" either positively or negatively. To assess the effect that the Program had on the local
economy, it is necessary to first identify these other influences. These are briefly discussed
below and include .the following:

.

.

.

the I:onstruction and staffing of Chuckawalla Valley and Ironwood State Prisons;
a substantial increase in housing and commercial construction;
the statewide economic recession; and ;

the depressed agricultural economy in the valley.

.Stal:e Prisons ..The opening of the state prisons created a significant new source of
employment and income for the region. As discussed above, 1,600 new jobs were added to the
region, and an additional 200 are expected. Annual salaries for the majority of these jobs range
between $20,000 and $30,000. An estimated 85% of prison employees reside within or around
Blythe, with the remaining 150;0 commuting from Ehrenberg, Parker, lndio, and other outlying
areas O'er. Comm. William Martindale 1994). The new prisons are a significant source of
income' to the region and have invigorated the Blythe economy.
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.New Construction --The construction of the prisons also created a significant demand for
construction labor. In addition, the recent.surge in new construction in the region is largely
attributed to the additjonal demand for housmg created by prjson jobs (Per. Comm. J. Newell
Sorense:n 1994). As shown by Fjgure 2, new housing constructjon has occurred consistently in
Blythe smce 1988 despite a ~teady decline in housmg starts for the whole of Riversjde County
over thE~ same period. There were 2,968 units in the Blythe area in 1990 (U.S. Census 1990; U.S.
Census 1990). In May 1994, there were approximately 3,488 units, an increase of eighteen
percent (Constructjon Industry Research Board 1984-1994). In addition, there has been a
considerable amount of new commercial construction, including two shoppmg centers and a 52
room motel.

Figure 2

Housing Starts
City of Blythe and Riverside County

--0- Blythe

,8- 

Riverside County

Source: Construction Industry Research Board

Aru)ther measure of growth in the region is the rate of new teJephone service requests. In
1992, a second prefix for BJythe and surrounding areas was added to accommodate increasing
deman=!. Requests for new service have grown steadily during the Jast three years, as shown in
Figure 3. New service requests for 1994 are projected based on new service requests through
June 15194. The large increase in business hookups between 1992 and 1993 is largely due to the
opening of Ironwood State Prison.
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Figure 3
Cumulative Requests for New Telephone Service

City of Blythe 1992-1994

.Statewide Recession --The statewide recession had a measurable effect on taxable sales in
Blythe, 'which have declmed a total of19.8% since 1989, as shown in Figure 4. Taxable sales in
Blythe are generated primariIy by fast food establishments and service stations serving 1-10
travelers. The recession probably caused both tourism and commercial travel to decline, which
would explain the sharp decrease m taxable sales revenue. The percentage decrease in taxable
sales is I:onsistent with that for Riverside County and the entire state, though, as seen by the
figure, the trough in growth for Blythe was somewhat less than for the w~ole of Rjverside
COUI1ty .

Figure 4.

Annual Rate of Growth In Taxable Sales

1987-1992
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C~y of Blythe --D-- Riverside County-1- -.-California
Source: State Board of Equalization
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Regional Economic Impacts of the Palo Verde Valley Test Land Fallowing Program

A similar data series for regional employment cannot be constructed because of a change in
the Employment Development Department's (EDD) employment reporting procedure in 1991.
This change made counts occurring before 1991 inconsistent with those occurring after,
particularly for small regions such as Blythe (Per. Comm. Diane R. Gilmore 1994).2

.De]?ressed Agricultural Economy -Prior to the Program, the agricultural economy of Palo
Verde 'valley was under significant financial stress. Starting in 1989, gross farm receipts fell for
three consecutive years: receipts fell by $45.2 mjlljon in 1989; by $19.6 mjllion in 1990; and by
$45.2 rrullion jn 1991 (Agricultural Commissioner's Office, Riverside County, 1988-92). In 1992,
receiph; increased a modest $5.1 million (Agricultural Commissioner's Office, Riverside County,
1988-9~~). By this date, however, gross agricultural revenue for the region was $84.5 million, or
56% , below its 1988 level. There are three primary causes for this decline: (1) the whitefly
infestation; (2) the collapse of the alfalfa market in 1991; and (3) the long-term decline in the
region':; vegetable production. Each of these is discussed below.

(1) Whitefly Infestation -The infestation of whitefly started about 1986 and had a
significant impact on the production of many crops grown in the valley, but particularly on fall
melons and lettuce. These two crops have essentially been lost to the valley until an economical
control for the whitefly is. found (Per. Comm. Bob Micalizio 1994). The whitefly is a principal
cause for t~e decline in vegetable production in the valley, lettuce in particular. Cotton
production also has been si~ficantIy impacted by whitefly. .

(2) Alfalfa Market .:- Between 1990 and 1991, the average price per ton received for alfalfa
in the F'ala Verde Valley fell by 36% and the average revenue per acre fell by 43%, as shown in
Figure :5. Gross revenue per acre fell more than price because yields also fell between 1990 and
1991. 1ne a1falfa market did not recover until 1993, after the Program had started.

The collapse of the alfalfa market had a significant effect on farm income in the valley.
Gross receipts for field crops declined by $19 million or 31% between 1990: and 1991-- this
accoun!ts for a little less than half of the valley's $45.2 mjllion decline in total farm receipts
betwee:n those two years. Gross receipts for field crops increased slightly in 1992 --about $4
million -but remained 32% below their 1988 level. The decline in employment was
significantly less. It is estimated that the demand for fan11labor in the region would have
decreased ~ about 5% from its 1990 level whereas the decrease in total gross revenue was
about 15%. The difference is due to the fact that, acre for acre, field crops such as alfalfa are
about 20 times less labor intensive than vegetable and fruit crops (Mtche111993).

2 It was also discovered that there was double counting of employment that resulted in inflated
employment estimates prior to 1991. The EDD believes that this could significantly bias an analysis of
employment changes that involved dates before and after 1991, particularly for small regions.
3 Demand for direct farm labor was estimated for each crop category -vegetables, melons, field crops,
and citrus/ other -using employment multipliers from the Department of Water Resources 528 Sector
Input-C>Utput Model. These multipliers were used to derive annual hours of demand per million dollars
of crop revenue.
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Figure 5

Average Alfalfa Price Per Ton and Gross Revenue Per Acre

Palo Verde Valley
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~;ource: Acreage and Agricultural Crop Reports, Riverside County Agricultural Commissioner's Office: 1988-1992.

(3) Decline in Vegetable Acreage -Vegetable production within the valley has been in
(limost steady decline for a decade or more, as shown by Figure 6. Since 1984, vegetable acreage
has declined, on average, by 1,600 acres, each year. By 1992, vegetable acreage was 76% below
its 198~\ level. Since 1988, gross revenue from vegetable production has decreased by 86%, or
$73.6 million.

This has had a significant effect on the region's agricultural gross revenues and
employment. In 1988, vegetable production accounted for 45% of gross farm revenue in the
valley, by 1990 this had fallen to 28%, and by 1992 it was just 14%. In 1988, vegetable
production accounted for an estimated 36OJo of the region's demand for farm labor. By 1992, this
share had fallen to an estimated 16%. lt is estimated that the total demand for farm labor in the
region fell by 31 OJo between 1988 and 1992 due to the decrease in vegetable pro~uction.
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Figure 6

Acres Planted To Vegetable Crops

Palo Verde Valley
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Source: Palo Verde Irrigation District Crop Repons: 1984 -1993 -.

2.3 SUtvlJMARY OF REGIONAL ECONOMY PRIOR TO START OF PROGRAM

Prior to the start of the Program, the economic performance of the-regional economy was
mixed. The construction and subsequent staffing of the p~sons brought an important new
source of jobs and income to the region. By the end of 1994, it is estimated that'the prisons will
have created 1,800 jobs for the region. The prisons also are largely responsible for the mini-
construction boom the valley has experienced since 1988, and probably helped lessen the
regional effects of the statewide recession (Per. Comm. J. Newell Sorensen 1994). At the same
time, tl1,e region's agricultural economy had been under significant financial stress. Gross farm
revenu!~ in 1991 was 58% below its 1988 level and the estimated total demand for farm labor
was 68~ro lower.

It is important to emphasize that this decline occurred prior to the start of the Program and
is largely due to the region's long-term decline in vegetable production and the more recent loss
of muon of the region's melon production (due to whitefly). In particular, it should be noted
that the farm job losses associated with these adjustments are far larger than those that have
been associated with the Program. As will be discussed more fully below, the Program was
found to have resulted in the loss of 26 full-time farm jobs, whereas the imputed decrease in
demand for farm labor associated with the reduction in vegetable and melon production
between 1988 and 1991 is approximately 1AOO full-time-equivalent jobs. 4

4 The clecrease in vegetab1e and me10n production most1y affected the demand for migratory seasona1
1abor. 'l\1e therefore estimated the change in hours demanded and converted to full-time-equiva1ents,
where one full-time-equiva1ent job equa1ed 2000 hours of labor. Labor demand estimates for production
change:s tl"lat oc;-curred prior to the Program are based on direct emp1oyment multip1iers for vegetables
and field crops, as reported in the Department of Water Resources 528-sector input-output mode1 for
Califon"lia. Estimates of farm job losses associated with the Program are based on field surveys of

Program participants.
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3.0 ECONOMIC IMPACTS OF THE TEST LAND FALLOWING PROGRAM

The Program started August 1,1992 and ended July 31,1994. It enrolled 20,215 acres of
productive farmland. During the length of the Program this acreage was neither planted to a
commercial crop nor irrigated. Weeds were controlled on Program acreage, and on a small
portion of this acreage a cover crop was planted (but not irrigated) to control wind erosion.
Program participants received $1,240 per enrolled acre, paid in five installments over the two-
year program. Total Program payments equaled $25.1 million.

3.1 ESTIMATED IMPACTS ON CROP PRODUCTION

Between 1992 and 1993, the Program djsplaced approxjmately 20,215 acres of field crop
production. Based on interviews witl:l growers and farm-related businesses, the most likely
crops displaced by the Program were nays (primarily alfalfa) and grains (primarily wheat).
Wrole cotton acreage was lower in 1993 and 1994 compared to 1992, this was thought to have
been caused primari]y by the strong prjce for alfalfa in 1993, and most likely would have
occurred with or without the Program (Per. Comm. Lloyd Colbert 1994).5 It is not thought that
the Program had any appreciable effect on planting decisions for vegetable and melon acreage.6

Change in Acreage

.

The net change in field crop production due to the Program was approximated from
Agricultural Commissioner's Acreage and AgriculturaJ Crop Report data for 1992 and 1993.
These data are shown in TabJe 3. Wheat, Sudan grass, and alfaJfa are the crops most likeJy to
have. been affected by the Program. As can be seen in the table, the reported difference for these
crops is very cJose to the Program a.c.reage amount, though not exact. Estimated changes in
gross farm revenue as well as purchases of farm inputs --such as seed, fertilizer~ other
chemicals, and custom services --due to the Program are based on the scaled acreage estimates
shown in the right-hand column of the table.

Chang"e in Gross Farm Revenue

The Program did not have a significant impact on regional gross farm revenue because
revenue losses from reduced acreage where mostly offset by Program payments. Gross receipts
are estimated to have declined by $33.7 million (in nominal dollars) over the two years of the
Program. 7 Program payments of $25.1 million partially offset this decrease, resulting in a net

5 Cotton and alfalfa acreage in the valley have a high negative correlation because alfalfa is one of the
few crops that can be grown on cotton acreage that is enrolled in the Federal Commodity Program. When
alfalfa prices are high, growers can shift out of cotton and into alfalfa without affecting theirstah1s in the
Federal Commodity Program. Alfalfa prices in 1993 and 1994 were at historically mgh levels for the

region.
6 Although vegetable and melon acreage also decreased between 1992 and 1993, it is not thought that this
was related to the Program. Interviews with farm-related businesses, as well as with growers provide the
basis for this belief. Those interviewed expressed the opinion that the Program affected field crop acreage
in the valley but not melon or vegetable acreage. Not a single person interviewed expressed the opinion
that the Program has affected vegetable and melon production.
7 Revenue estimates based on 1993 average farm-gate prices as reported by the Riverside County

Agricultural Commissioner.
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reduction of $8.6 million over the two-year period. This is 4.5% below what would have
occurred absent the Program, assuming 1993 average prices and yields.

It must be emphasized, however, that the Program altered the distribution of farm revenue
within the valley. Income to farm operators participating in the Program was at least as high,
and possibly higher, than it would have been absent the Program because of Program

payments, while for at least some farn1-related businesses, income may have been lower than it
would have been absent the Program because of reduced purchases of farm inputs. To some

degree Program receipts were reinvested in the local economy through additional purchases by
Program participants, as will be discussed below.

Table 3
_Estimated Pro~ram Crop Acreage Adjustments_-

Reported Scaled
Crop 1992 1993 Difference Difference

Wheat 6,434 4,904 <1,530) (1,521)
Sudan 6,427 4,000 (2,427) (2,413)
Alfalfa 52,232 35.853 (16,379) (16.282)

Total 65,093 44,757 (20,336) (20,215)

Source: Acreage and Agricultural Crop Report: Palo Verde Valley, ~ 992.93.

Agricultural Commissioner's Office, Riverside County.

Change in Input Purchases

The reduction of input purchases irnp1ied by the acreage reductions shown in Tab1e 3 were
estimated with cost data from UC Cooperative Extension Crop Budgets, which tabu1ate
production costs by activity for different crops and regions. Estimates of input purchases fo!
each crop in Tab1e 3 are provided in Appendix B. Some input purchases --such as for fuels,
oils, or repair and rep1acement of broken ,equipment -:- are not broken out separately by UC
Crop Budgets. These were estimated using data from the California Statistica1 Abstract on farm
gross receipts and input expenditures. Table 4 presents the aggregated results for the two-year
period of the Program. Table 4 also includes expenditures by Program participants to comply
with fallowing, weed control, and wind erosion requirement. It is estimated that Program
participants spent approximately $862,000 and $143,000 the first and second years of the
Program, respectively. The high expenditure in the first year relative to the second was caused
by (1) the need to rip and plow under alfalfa stands on some fields in the first year and (2) high
weed contr01 costs in the first year due to above average rainfall.

A net decrease of $7.9 million in farm input purchases over the two years of the Program
was estimated, or approximately $4.0 million per year. It was beyond the scope of this study to
estimate the percentage reduction this represented in total purchased farm inputs for all crops
during the period. However, it was possible to compare the Program-induced reduction in
input purchases to that associated with the recent decrease in lettuce acreage to gain a better
sense of their relative impacts on input suppliers. Between 1988 and 1991, lettuce acreage
decreased by approximately 15,000 acres. Based on UC Crop Budgets, it is estimated that this
would have reduced annual purchases of inputs associated with lettuce production up to the
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point of harvest by approximately $8.3 million. This is approximately 2.1 times greater than the
annual reduction in purchased inputs associated with the Program. 8

Table 4
Estimated Change in Purchased Farm Inputs
During Test Land Fallowing Program 1,21

Estimated Reduction
in Purchased Farm Inputs

Input Cateqory Over Two-Year Period

(1,952,000)
(620,000)

(1,060,000)
(2,518,000)

(572,000)
(842,000)

(1,300,000)

Irrigator Labor
Seed
Chemical Fertilizer
Other Chemicals
Fuel and Oil 3/
Repair and Maintenance 4/
Custom Services 5/

1992-93 Fallowing Expenditures 6/ $862,000
1993-94 Fallowinq Expenditures 7/ .$143,000

Net Reduction ($7,859,000)

Notes:
11 Estima1es do not accoun1 for more in1ensive use of
inputs on remaining cultivated acreage.

2/ labor and material usage and cos1 estimates based

on UC Cooperative Extension crop budgets, unless otherwise stated.

31 Includes custom applications of seed, fertilizer, and chemicals.Does not include custom harvesting. .

41 Estimated from five-year average ratio of expenditures on fuel and
oil to farm cash receipts, as repOr1ed in California S1atistical Abstract,
1993.
51 Es1imated from five-year average ratio of expenditures on repair and
maintenance to farm cash receip1s, as repOr1ed in California S1a1istical Abs1ract,

1993.
61 As repor1ed in Great Wes1ern Research (1993).

71 As repor1ed in Great Western Research (1994).

Use of Program Payments

Program participants indicated that a high proportion of Program payments were applied
towards local farm-related expenditures (Great Western Research forthcoming), Program
participants were asked to identify the primary uses of Program payments in excess of costs to

8 It shou1d be noted that this estimate does not account for costs associated with the 1ettuce harvest,
which is very labor intensive. It is estimated that the reduction in lettuce production between 1988 and
1991 has reduced the annual regional demand for custom harvesters by approximate1y $19 million.
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fallow and maintain Program acreage. Responses are summarized in Table 5. As shown by the
table, Program participants indicated that 93% of excess Program payments were reinvested
into the farm economy, either to pay down debt (37%), make farm improvements (11 %), or
cover operating expenses and rent (45%). The majority of Program payments were spent
locally. Participants reported that 49% of Program payments--approximately $12 riilllion-was
directly injected into the local economy through purchases for farm improvements and
operations. An additiona17CJo of Program payments--approximately $2 million-was locally
applied towards debt repayment and rent. Overall, the Program was found to have provided
timely financial relief to the region's agricultural producers following several years of depressed
commodity prices and pest infestation that had 'seriously eroded fa~ incomes.

Table 5
Primary Use of Program Payments in Excess of Fallowing Costs

Source: Great Western Research (forthcoming)

:3.2 LOCAL AREA BUSINESS SURVEY RESULTS

A survey of businesses in the Blythe Market Area was fielded to gather additional
information on impacts of the Program to non-Participants. This data supplements and adds to
that collected through earlier surveys of Pro.gram participants (Great Western Research 1.993;
Great Western Research forthcoming), The purposes of the survey were as follows:9

provide indication of how revenues of local businesses were affected by the Program
versus other economic events;

.

provide indication of how employment of local businesses was affected by the
Program versus other economic events; and

provide indication of perceptions held by local businesses of the Program and how it

affected the local economy.

.

The scope of the project did not allow for random sampling of local businesses on a scale
large enough to develop a sample from which statistically valid inferences could be drawn.
Therefore, efforts were focused on identifying business most likely to have been affected by the
Program and administering the survey to them. A list of these businesses was developed in
consultation with Metropolitan consultants and with the aid of the Blythe Chamber of

9 Appendix A provides a copy of the survey instrument.
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Commerce roster. Twenty businesses were so identified.10 The sampling population was
reflective of farm-related businesses in the area. Survey participants also were asked to identify
!inns other than themselves in the region that they thought were affected by the Program. The
sampling population included all but one firm mentioned.

The sample was classjfjed jnto four categories, as follows:

(1) Firms providing farm services --this category includes applicators of fertilizer,
pesticjde, seed, etc.; labor contractors; harvesters, packers, and haulers; maintenance
and repajr, and field preparation.

(2) Firms providing farm supplies --this category includes suppliers of seed, nursery
stock, fertilizer and chemicals; equipment rental and sales; and suppliers of fuels,
oils, and lubricants.

G) Firms handling tarot products --this category includes firms that store, process, sell,
or ship farm products.

(4) Firms not directly related to agrjculture -this category includes businesses tnat do
not directly provide farm services or supplies, or handle farm products.

Tab1e 6 shows the number of businesses in each category and the number of returned
surveys.

Table 6
Businesses Contacted and Surveyed

Number Number
Contacted Completed and Returned

Type of Business

Provides Farm Services 5 4

Provides Farm Supplies 6 4

Handles Farm Products 4 3

Total 20 13

.Two surveys were returned with notes stating that the Program had not
affected their business.

As shown in the table, surveys were received from 13 of the initial 20 contacted. While five
non-farm-related businesses were contacted and expressed willingness to participate in the

10 These businesses were contacted by telephone and asked to participate. Surveys were mailed to
willing participants. In most cases, surveys were collected in-person. When it was not possible to
schedule an interview, participants were asked to return their survey by mail.
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survey, only two retum.eci the survey. 11 In both of these cases, the surveys were returned with

notes stating that their businesses had not been affected by the Program.

3.2.1 REPORTED REVENUE IMPACTS

Surveyed businesses were asked a series of questions about their revenues in 1992, 1993,
and 1994. Responses are summarized below:

Change in Revenue 1992-1993

.Five respondents reported that revenues in 1993 were 1ower than in 1992, four reported
that they were higher, and 2 reported that they were unchanged.

.Of the firms providing farm services, three of four reported lower revenues in 1993 than
in 1992, and one reported revenues unchanged.

.Of the firms providing farm suppUes, two of four reported lower revenues in 1993 than
in 1992, one reported revenues unchanged, and one reported higher revenues.

.Of the finns handling farm products, three of three reported higher revenues iI11993
than iI11992.

.Qf the five respondents reporting lower revenues, three identified the Program as the
primary reason for the decrease; one reported the Program and the whitefly infestation as the
primary reasons; and one reported the Program and low crop prices as the primary reasons. It
should be noted that all five regarded the Program as a primary reason, though not necessarily
the only reason, for lower revenues in 1993 compared to 1992.

.Of the four firms reportin°g higher revenues, none identified the Program as the primary
reason for the increase.

.Firms were asked to indicate if a factor caused a significant decrease, minor decrease, no
impact, minor increase, or significant increase in 1993 revenue. Ten factors, including the
Program, were listed (see Appendix A, questions 11-12). Four of thirteen firms reported that
the Program caused a significant decrease; five reported that it caused a minor decrease; and
four reported it had no impact. Overall, nine of thirteen firms believed the Program had no
impact or resulted in a minor decrease to their revenues, while four reported that the Program
caused a significant decrease to their revenues. 12

.Of the five firms reporting that revenues were lower in 1993 than in 1992, three disclosed
actual revenues for each year.13 For these three firms, revenue in 1993 was, on average, 13.0%
below its 1992 level. The average dollar decrease was slightly more than $167,800 per firm.

11 For all survey participants, follow-up contacts- both by te1ephone and in-person -were made to

make sure the survey was received and to address questions.
12 Note that whi1e nine finns reported that the Program caused either a significant or minor decrease in
1993 revenue, on1y five actually reported that revenues in 1993 were lower than in 1992. In four cases, the
negative impact of the Program was offset by other factors that positive1y impacted revenue.
J3 Of the eleven respondents, three regarded revenues as proprietary information and chose not to
disclose them. These firms did indicate whether revenues were lower, higher, or unchanged, and the
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Change in Revenue 1993-199414

.Five respondents reported that revenues in 1994 were expected to be lower than in 1993,
while six reported that revenues were expected to be higher.

.Of the firms providing farm services, two of four reported that revenues were expected
to be lower in 1994 than in 1993, and two reported that they were expected to be higher. This
differs from responses for the prior year, where three of four firms reported lower revenue, one
reported revenue unchanged, a1:'d none reported highe.r revenue.

.Of the firms providing farm supplies, one of four expected lower revenues in 1994 than
in 1993, and three expected higher revenues.

.Of the firms handling farm products, two of tmee expected lower revenues in 1994 than
in 1993, and one expected higher revenues.

.Of the five respondents expecting lower revenues, three identified the Program as a
primary reason for the expected decrease; two did not indicate the Program as a primary reaso!,
for the expected decrease.

.Of the six firms expecting rugher revenues, two identified the Program as a primary
reason for the expected increase, both because farming activity increased when the Program
ended and because farm operators were investing revenue from the Program into their farms.

.As for 1993, firms were asked to indicate if a factor caused a significant decrease, minor
decrease, no impact, minor increase, or significant increase in 1994 revenue. Three of thirteen
firms reported that the Program caused a significant decrease; four reported that it caused a
minor decrease; four reported it had no impact; and two reported a minor increase. Overall, ten
of thirteen firms expected the Program would cause either a minor decrease, no impact, or a
minor increase in their 1994 revenue, while three expected it would cause a significant decrease
in 1994 revenue. In general, respondents viewed the impacts of the Program in 1994 as less
severe than in 1993.

.Firms were asked to estimate 1994 revenue. Seven firms disclosed these estimates. For
these firms, revenue was, on average, expected to be 14.5% higher in 1994 than in 1993. For the
two firms that attributed higher revenue in 1994 to the Program, expected revenue was; on
average, 23.4% higher than in 1993. Only one of the three firms that attributed lower revenue in
1994 to the Program. provided an estimate of 1994 revenue. For this firm, 1994 revenue was
expected to be 12.80;0 lower than in 1993.

impact of the Program on revenues. In one case, the firm indicated the average percentage decrease in
revenue over the last several years. The estimate above does not use that information, however, because
it was unclear to which years the average percentage decrease referred.
14 The survey was conducted during August of 1994. Therefore, respondents were asked to estimate
changes in 1994 revenues and employment based on year-to-date perfom"lance.
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Revenue Impacts to Non-Farm Related Businesses

As previously discussed, two of the five non-faTIIl related businesses contacted returned the
survey. Both indicated that they did not believe the Program had impacted their businesses.
Of the eleven farm-related businesses compJeting the survey, two indicated that farm-related
sales accounted for between 10% and 190;0 of totaJ revenues, while the remaining nine indicated
that they accounted for more than 75%. Neither of the two firms with the low proportion of
farm-related revenue indicated that total revenues declined between 1992 and 1993; and both
indicated that revenues increased between 1993 and 1994. Both indicated that, overall, the
Program did not impact their businesses. The above results, plus interviews with local bank
representatives and City of Blythe s~aff, suggest that revenue impacts of the Program did not
extend to any significant degree beyond farm-related enterprises (Per. Comm. Alan
Denewiler 1994; Per. Comm. J. Newell Sorensen 1994).

.Summary of Reported Revenue Impacts -Responses indicate that revenues of firms
providing farm services were the most significantly affected by the Program, followed by firms
providing farm supplies. Three of four respondents providing farm services indicated that the
Program resulted in a significant decrease in revenues in 1993, whereas three of fOUI
respondents providing farm supplies indicated that it resulted in only a minor decrease, and
two of three respondents handling farm products indicated that it resulted in no, revenue
impacts. Available data does not indicate that non-farm related businesses were significantly
impacted by the Program. ]t also should be noted that two respondents identified the Program
as a primary reason for an expected increase in 1994 revenue, in part because farm operatorswere investing revenue from the Program into their farms. '

3.2.2 REPORTED EMPLOYMENT IMPACTS

The second part of the survey asked the respondent a series of questions about full-time and
part-time/seasonal employment for 1992,1993, and 1994. Responses are summarized below:

Change in EmpJoyment 1992-1993

.Five respondents reported that their full-time employment in 1993 was lower than in
1992, two reported it higher, two reported it unchanged, and four did not respond. Five
reported that their part-time/seasonal employment in 1993 was lower than in 1992, two
reported it higher, two reported it unchanged, two did not employ part-time/seasonal labor,
and two did not respond.

.Of the firms providing farm services, two of four reported lower full-time employment
in 1993 than in 1992, and two reported it unchanged. Three reported lower part-time/ seasonal
employment, and one reported it unchanged.

.Of the firms providing farm supplies, three of four reported lower full-time employment
in 1993 than in 1992, and one reported it higher. One reported lower part-time/ seasonal
employment, one reported it higher, and two did not employ part-time/seasonal labor.

.Of the firms handling farm products, one of three reported lower employment in 1993
than in 1992, one reported it higher, and one did not respond. One reported lower part-
time/seasonal employment~ one reported it higher, and one reported it unchanged.
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.Of the five respondents reporting lower full-time employment, three identified the
Program as the primary reason for the decrease, one reported the Program and the whitefly
infestation as the primary reasons, and one did not attribute the decrease to the Program.
Overall, four of five respondents reporting lower full-time employment identified the Program
as a primary, though not necessarily the only, reason for the decrease. These firms reduced full-
time employment by a total of 15 jobs.

.Of the five respondents reporting lower part-time employment, two identified the
Program as the primary reason for the decrease, two did not attribute the decrease to the
Program, and one did not respond. Overall, only two of five respondents reporting lower part.-
time/seasonal employment identified the Program as a primary reason for the decrease., These
firms decreased part-time employment by a total of seven jobs. '

Change in Employment 1993-199415

.One respondent expected fuJI-time empIoyment to be lower in 1994 than in 1993, three
expected it to be rugher, six expected it to remain unchanged, and three did not respond. One
expected part-time/seasonaI emp10yment to be 1ower in 1994 than in 1993, one expected it to be
higher, seven expected it to remain unchanged, two did not empIoy part-time/seasonallabor,
and two did not respond.

.Of the firms providing farm services, none expected lower full-time employment in 1994
than in 1993, one expected it to increase, and three expected it to remain the same as in 1993.
All four expected part-time/seasonal employment to remain unchanged.

.Of the firms providing farm supplies, one of four expected lower full-time employment
in 1994 than in 1993, one expected it to increase, and two expected it to remain the same. Two
expected part-time/seasona1 employment to remain unchanged, and two did not use part-
time / seasonal employment.

.Of the firms handling farm products, one of three expected employment to be lower in
1994 than in 1993, one expected it to be higher, and one did not respond. One expected part-
tjrne/seasonal employment to decrease, one expected it to increase, and one expected it to
remain unchanged.

.Of the two firms expecting lower full-time employment, one indicated the Program as
the primary reason for the expected decrease and one did not attribute the expected decrease to
the Program. The Program was not identified as a cause for lower part-time! seasonal
employment in 1994 by any respondent. The one fim1 identifying the Program as a primary
reason for lower full-time employment reported reducing its workforce by four jobs.

.None of the respondents that experienced higher employment in 1994 attributed the
increase to the Program.

.On-farm Employment Impacts -On-farm employment impacts of the Program are
reported in Great Western Research (199?; forthcoming). Program participants reported that

15 Respondents were asked to estimate their full-time and seasonal emploYn:lent for 1994.
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they reduced their full-time workforce by 27 jobs due to the Program. None reported a change

in part-time/ seasonal workforce.

.Reported Business Failure -There is one known instance where the Program may have
contributed to a business failure in the region. This was a fertilizer and agricultural chemical
supplier operated by Crop Protection Services, Inc. According to the former plant manager, the
facility was shut down in part because of the revenue risk should the Program be repeated
within the next five or ten years. At the time of its closing the facility was generating
approximately 30% below its revenue target of $5 million. It is important to emphasize that the
Program was not identified as the only cause for the closing, but it was identified as an
important contributing factor. Other factors that contributed to the closing included the loss of
vegetable production to the valley, which altered input purchase patterns, especially for
fertilizer and chemicals, whitefly infestation, and heightened competition from other suppliers.
Six full-time jobs were connected with the plant when it was closed (Per. Comm. Richard
Wellman 1994).

.Summary of Reponed Employment Impacts --Over the two-year period of the
Program, business survey respondents attributed the loss of 19 full-time and seven part-
time/ seasonal jobs to the Program. Including the 27 on-farm job losses reported by Program
participants and the six associated with the closing of the fertilizer plant owned by Crop
Protection Services, Inc. increases reported full-time job losses to 52)6

For farm-related businesses, survey respondents providing farm services and supplies
reported the largest employment losses. Respondents handling farm products did not report
any Program related employment losses. Similarly, respondents whose farm-related revenue
was a Jow proportion of their tota1 revenue did not report any Program related employment
losses. Employment losses related to the Program were not found to have extended to non-farm
related businesses. Based on Employment Development Department employment counts for
the region, tallied employment losses associated with the Program are equal to approximately
1.3% of average regional employment for 1991-92. It should be noted, however, that it was
beyond the scope of this analysis to estimate the employment stimulus associated with regional
spending of Program payments. As a result, employment losses due to the Program may be less
than stated here. .

3.3 REC:iIONAL MACRO ECONOMIC INDICATORS

Employment and taxable sales data for the Blythe area were analyzed to determine if a
statistically significant change in employment or taxable sales occurred following the start of the
Program. It is important to note that such a 'difference does not establish the Px:ogram as the
cause for the change. However, it would indicate that changes in the economy occurred that
were coincident with the Program.

.Employment -Monthly employment counts by zip code for the Blythe market area
were provi,ded by the Employment Development Department for the period January 1991 to

16 It is important to note that this is only a tally of reported employment loss and not an estimate of the

total change in employment caused by the Program. As previously mentioned, a sampJe of local
businesses of sufficient scale to construct such an estimate was beyond the scope of this investigation.
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December 1993, as shown in Figure 7.17 Monthly employment counts were then classified as
occurring ei ther before or after the start of the Program, the cutoff month being July 1992.
Because employment is strongly seasonal, monthly employment was also classified as either
high-season or low-season. High-season included the months of June, July, and August; low-
season included all other months.

In this way I two paired-samples of monthly employment were developed: (1) low-season
employment before the Program paired with low-season employment while the Program was in
effect; and (2) high-season employment before the Program paired with high-season
employment while the Program was in effect. A standard t-test was used to determine if a
statistically-significant difference in paired-means existed.IS

Figure 7

Monthly Employment Counts
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Table 7 shows the difference in means, critical vaJue, and p-vaJue for the two paired-
samples. In each case, the difference in paired-means was statistically significant at a level of
confidence greater than 95%. Mean Jow-season employment for the period September 1992

17 The four zip codes are 92225, 92226,92266,92272. Employment counts after 1993 were not available.

Employment counts prior to 1991 were not comparable with those after that date. See footnote 3.
18 A paired t-test tests the hypothesis that the mean differences between pairs of expe~imental units is

equal to some hypothesized value, usually set at zero. An hypothesized value of zero is equivalent to the
hypothesis that there is no difference between the two samples. The test compares the two samples and
detennines the likelihood of the observed difference occurring by chance. The chance is reported as the
p-value. A small p-value indicates that jt is unlikely that the observed difference would occur by chance
under the hypothesis that the two samples were generated from the same distribution. For example, a p-
value of 0.01 indicates that the probability of the observed difference is only one in 100 if t1'\e samples
carne from the same distTibution. Rather than accepting these long-odds, the hypothesis of no difference
is typically rejected. In classical statistics, it js standard practice to reject the hypothesis of no difference if
the p-value is less than 0.05. When this is the case, it is said that the hypothesis was rejected at the 95%
level of confidence. This means that there was no more than a 5% chance of falsely rejecting the nul.l

hypothesis.
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through December 1993 was 334 jobs lower than for the period December 1991 through May
1992. Mean high-season monthly employment for the period September 1992 through
December 1993 was 1,000 jobs lower than for the period December 1991 through May 1992.

The reduction in melon acreage in 1993 is the most likely explanation for the decrease in
monthly high-season employment (Per. Comm. Loraine Figueroa 1994). The spring melon
harvest, which occurs in June of each year, is very labor-intensive, and creates the peak in the
region's monthly employment, as shown in Figure 7. June employment in 1993 was 13% lower
than in 1992. It is believed that this was primarily due to a 25% decrease in melon acreage from
1992 to 1993, and the subsequent decrease in demand f9r harvest labor.

The decrease in low-season employment could be due to a varjety of factors. These include
the Program, the contjnued decline in lettuce production -spring lettuce decreased by 1,541
acres between 1992 and 1993 --the decrease in construction activity following the completion of
Ironwood State Prison in the fourth quarter of 1993, as well as normal fluctuation inherent in
any economy. It js likely that each of these factors contributed to the observed decrease in low-
season employment. It was not possible to analyze employment data at the industry level to
determine the relatjve importance of each factor because of Employment Development
Department data disclosure rules.19 Industry level data would better indicate whjch, if any,
agriculturally-related industries suffered a significant decrease jn employment over the period
analyzed. However, based on the survey responses, it is unlike1y that Program impacts would
be able to account a 1arge portion of the decrease.

Table 7
Differerlce in Mean Montly Employment Prior TQ and During Program

Paired t-test
Effect: Land Fallowing Program
Significance level: 5 %
Split By: Season
Season: High

Mean Oiff. Grit. Ditt. P-Value

Yes. No I -1000.950 I 827.416 I .0243 I

Paired 1:-test
Effect: ILand Fallowing Program
Significance level: 5 %
Split B}': Season
Season: low

Mean Diff. Grit. Diff. P.Value

Yes, No I -334.549 I ;29.454 I <.0001 I

Employment Zip Code Regions: 92225, 92226, 92266, 92272

.Taxable Sales -an analysis similar to the one just described was also done for quarterly
taxable sales data provided by the State Board of Equalization for the City of Blythe. Quarterly
taxable sales for 1991 through the third quarter of 1993 were classified as occurring either before
or after the start of the Program, with the cutoff quarter for before the start of the Program being
the second quarter 1992.20 These data are shown in Figure 8.

19 EDD will not re1ease emp1oyment data counts by industry classification if it would be possib1e to infer
from the data employment or wages reported by an individual employer. Because of the size of the
region being studied and its geographic isolation, this was mostly the case.
2Oraxable sales for Q3 1993 are the most recent available.
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As with employment, a standard t-test was used to detennine if a statistically-significant
difference in mean quarterly taxable sales existed. This was done for total taxable sales and for
just the Building Material and Fann Implements category. In each case, the difference in mean
quarterly taxable sales was not statistically-significant. Table 8 shows ,the differences in means,
critical values, and p-values for the two tests.

Figure 8

Quarterly Taxable Sales
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Table 8
Difference in Mean Quarterly Taxable Sales Prior To and During Program

Paired t-test: Total Taxable Sales
Effect: land Fallowing Program
Significance level: 5 %

Paired t-test: Taxable Sales 81dng Mtrl. and
Farm Impl.
Effect: land Fallowing Program
Significance level: 5 %

Mean Ditt. Grit. Ditt. P-Value

Yes, No I 78.200 I 544.'27 I .7525 I
Mean Ditt. Grit. Diff. P-Value

Yes, No l.. -600.100 12676.800 I .6242 I

.Summary of Macro Economic Indicators21 --Emp1oyment count data indicate that the
Program coincided with a decrease in regiona1 emp1oyment in 1993. Both low- and high-season
employment counts decreased following the advent of the Program. As discussed above,
however, a reduced spring melon harvest is the most likely cause for the decrease in high-
season employment, and is not considered an. impact of the Program. The Program probably
was a contributing factor to the decrease in low-season employment. However, data limitations

21 It is important to note that tl1e above analysis covers only a portion of the Program period. Data on
1994 employment and taxable sales were not available at the time this study was conducted.
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prevent further analysis at this time to determine the extent to which the overall decrease was
related to the Program versus other factors, including a tailing-off of prison construction
activity and a decrease in lettuce harvest. 22

The mean of quarterly taxable sales was 2.5% lower for all businesses in the five quarters
followll1g the advent of the Program compared to the six quarters prior, while it was 4.2%
higher j~or just the building materia] and farm imp]ements category. 1n both cases, the
differences in mean values were not statistically-significant, i.e., the differences were consistent
with the normal variation of the indicators and were not indicative of a significant decrease or
increase. Taxable sales in the region are generated primarily by fast food restaurants and
service stations serving 1-10 travelers. These businesses were not found to be affected by the

Program.

4.0 PERCEPTIONS OF THE PROGRAM

The research for this study entailed extensive telephone interviews with local business and
community leaders, as well as a week of field work to conduct in-person interviews and collect
survey data. From these informational interviews, several observations regarding how the
community perceived the Program can be made. These are as follows:

.High level of awareness --The community had a high level of awareness about the
Program, though few contacted knew it as the Test Land Fallowing Program. The Program was
commonly referred to as the set-aside, layby, water-sale, and water exchange.

.Unclear on how Progr~ worked --Though aware of it, many were unclear as to how
the Program worked. Many expressed the belief that farmers had sold Metropolitan their rights
to water, either temporarily or permanently, or that they had sold or leased their land.

.Mistrustful of MetropolitaJ'l's intentions --Many were also mistrustful of
Metropolitan's intentions. Several expressed the belief that the Program would lead to larger
fallowing programs in the future, or that Metropolitan would gain access to more water by
purchasing agriculturalland in the valley.

.Contributed to recovery of region's agriculture -The majority of persons interviewedl
regardless of how they were personally affected by the Programl indicated that it provided
timely relief to the region's farmers, who had been under significant financial stress since the
mid 198051 as discussed in Section 2.2. In this regardl the majority of those interviewed viewed
the Program as contributing to the long-term stability of the region's agricultural base.

.Benefited growers at the expense of other farm businesses -The majority of persons
interviewed also perceived the Program as benefiting growers at the expense of other farm
businesses. Several expressed the belief that businesses closely connected to the region's

agriculture should also be compensated.

22. The limited data available --both in tenns of industry aggregation and extent of the time-series -
make these conclusions tentative. For example, when post-Program data on employment and taxable
sales become available, a more definitive analysis on Program impacts would be possible.
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.Impact to Ute region's economy --Perceptions were mixed with regard to the Program's
overall impact on the region's economy. Some expressed the belief that the Program had
benefited the region's economy by stabilizing farm incomes and injecting a large amount of
money into the region. Others expressed the opposite; that the Program had destroyed jobs and
businesses, and was generally bad for the region. l~ this regard, no consensus view emerged.
However, the impressions of those with a high degree of knowledge about the local economy --
local bank officials and City Planning staff -expressed the belief that the Program did not have
a negative impact on the overall economy, though it clearly affected some businesses.
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APPENDIX A
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Name:
Business name:

Address:

Phone:

Your entire business
The branch/division doing business in the Blythe area

Please direct questions about this survey to:

David Mitchell
M.Cubed
5358 Miles A venue
Oakland, CA 94618
510/547-4369 (phone/fax)

If you are returning your survey by mail, please use the a bove address.

A-2



ABour YOUR BUSINESS

1a.

(Circle One)
Les:; than 5 : 01

5 to 9 02
10 to 19 03
20 to 49 : 04
50 or more 05

~

1c. In 151921 were the gross revenues of this business ...

A-3



2. Which of the following describes what your business does?

ALL
ACTlVmES

(circle all that apply)A. PROVIDES FARM SERVICES
Application of pesticides, fertilizer, seed, etc. 01
Labor contracting 02

Maintenance/repair 03
Harvesting 04
Packing of farm products 05
Hauling of farm products 06
Land leveling 07
Other 08

PRIMARY
ACTIVITY
(circle one)

01
02
03
04
05
06
07
08

B. PROVIDES FARM SUPPLIES
Seed ~ 09

Nursery stock 10
Fertilizer and chemicals ,. 11
Equipment rental 12
Equipment sales 13
Fuel, oils, and lubricants 14
Other- ~ 15

09
10
11
12
13

.14

15

C HANDLES FARM PRODUCTS
Storer 16 16
Processor 17
Seller 18 18
Srupper {Hauler 19
Other 20

17

19
20

D. NOT FARM RELATED BUSINESS
(describe) 21 21

3. Is this business a farmer-owned cooperative? (Circle One)
01
02

Yes
No
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,j~BOUT SALES TO AND PURCHASES FROM FARMS

Did this business §.g1l products or services to farms in 1992, 1993, or 1994? (Please
include catt1e and dairy operations with farms.)

j~.

(Circle One)
01
02 go to question Sa

Yes
No

Of the revenues this business received from farms in 1992, 1993, and 1994,
approximately what percent came from farms within PVID and from farms outside PVID?

1992 1993 1994

4b.

Within PVID
Outside PVID

Total must add to: 100% 100% 100%

Did this business !?1:!,y farm products direct1y from farms in 1992, 1993, or 1994?
(P1ease include cattle and dairy operations with farms.)

Sa.

(Circle One)
01
02 go to question 6

Yes
No

Sb. Of the l2a~ments this business made directly to farmers in 1992, 1993, 1994,
approximately what percent were made to farms operating within PV1D and to farms
operating outside PVID?

1992 1993 1994
Within PVID

Outside PVID

Total must add to: 100% 100% 100%
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ABOUT THIS BUSINESS' FINANCES

6. Approximately I what-were the ~ revenues for this business during the following years?
(Please estimate what you expect gross revenues will be for 1994.)

1992 gross revenues
1993 gross revenues
1994 gross revenues

7.

Were revenues higher, lower, or the same in 1993 as in 1992?

(Circle one)
01
02
03

Higher
Lower
Same

8.

What do you believe to be the l?:rimar~ reason for the change in revenue between 1992 and
1993 you indicated above?

9.

Do you expect revenues will be higher, Jower, or the same in 1994 as in 1993?

(Circle one)
01
02
03

Higher
Lower
Same

10. What do you believe to be the I2rima~ reason for the expected change in revenue
between 1993 and 1994 you indicated above?
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11. Please indicate what you believe the impact of the following factors were on your
revenues in 1993:

(Circle One for each factor)
Significant. Minor No Minor Significant

Decrease Decrease Impact Increase Increase
Prices/availability of goods/services you sell...01 02 03 04 05
Prices/availability of goods/services you buy ..01 02 03 04 05
Statewide recession 01 02 03 04 OS
Weather 01 02 03 0.4 OS
Land Fallowing Program 01 02 03 04 OS
Gov't Commodity Program 01 02 03 04 OS
Consolidation of business operation 01 02 03 04 OS
Change in business competition 01 02 03 04 OS
Prison expansion 01 02 03 04 OS
Housing construction 01 02 03 04 OS
Other 01 02 03 04 OS

Please mdicate what you expect the impact of the following factors will be on yourrevenues in 1994: .12.

Ii .(Circle One for each factor)
...Significant Minor No Minor Significant

Decrease Decrease Impact Increase Increase
Prices/availability of goods/services you sell...01 02 03 04 05
Prices/availability of goods/services you buy ..01 02 03 04 05
Statewide recession 01 02 03 04 05
Weather 01 02 03 04 05
Land Fallowing Program 01 02 03 04 05
Gov't Commodity Program 01 02 03 04 05
Consolidation of business operation 01 02 03 04 05
Change in business competition 01 02 03 04 05
Prison expansion 01 .02 03 04 05
Housing construction 01 02 03 04 05
Other 01 02 03 04 05

13. If this business §QJQ products/ services to farms, approximately what percent of iQ-W1
revenues did these sales account for?

(Circle One)
01
02
03
04
05

Less than 10%
10% to 19%
20% to 49%
50% to 750;0

More than 750;0
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j~BOUT THIS BUSINESS' EMPLOYEES

14. Approximately how many full-time employees (including yourself) were employed
by this business in 1992,1993, and 1994? (By full-time we mean people who worked 40 or
more hours per week for nine or more months per year.)

1992 Full-time Employees
1993 Full-time Employees
1994 Full-time Employees

~15. Did you employ more, Jess, or the same number of full-timg employees in 1993 as in
19921

(Circle one)
01
02
03

More
Less
Same

'16. What do you believe to be the I2rimar~ reason for the change in employment
between 1992 and 1993 you indicated above?

Will you employ more, less, or the same number of iuD-time employees in 1994 as in17.
1993?

(Circle one)
01
02
03

More
Less
Same

What do you believe to be the 12rima~ reason for the expected change in
employment between 1993 and 1994 you indicated above?

18.

Approximately how many 1;1art-time/seasonal employees were employed by this
business in 1992,1993, and 19941 (By 12~rt-time/seasonal we mean people who work less
than 40 hours per week or less than nine months per year.)

20.

1992 Part-time/Seasonal Employees
1993 Part-time/Seasonal Employees
1994 Part-time/Seasonal Employees
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21. Did you employ more, less, or the same number of 12aft-time / seasonal employees in
1993 as in 1992?

(Circle one)
01
02
03

More
Less
Same

22. What do you believe to be the ~rimar~ reason for the change in employment
between 1992 and 1993 you indicated above?

23. Will you employ more, less, or the same number of !2art-time/season21 employees in
1994 as in 19931

(Circle one)
01
02
03

More
Less
S:l.me

What do you believe to be the !2Tima~ reason for the expected change in
ernpJoyment between 1993 and 1994 you indicated above?

24.
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ABOUT THE LAND FALLOWING PROGRAM

25. We'd like to know if you think the Land Fallowing Program had any effect on the
local economy. If there were any positive or negative effects, please briefly describe. (Attach
additional pages as necessary.)

26. Do you know of any businesses in the area that you think were negativel~ affected
by the Land Fallowing Program? If yes, please list their names and addresses:

Name:
Address:

Name:
Address:

Name:
Address:

Name:
Address:

27. .Do you know of any businesses in the area that you think were l2ositivel~ affected by
the Land Fallowing Program? If yes, please list their names and addresses:

Name:
Address:

Name:
Address:

Name:
Address:

Name:
Address:

28. Do you know of any Communitx Organizations in the area that you think were
positively Qr negatively affected by the Land Fallowing Program? If yes, please list their
names and addresses. (By communit~ organizations we mean government social service
agencies, churches, charities, and volunteer organizations.)

Name:
Address:

Name:
Address:

Positively affected
Negatively affected

-

Do you have suggestions for how the Land Fallowing Program might have
been managed differently? (Attach additional pages as necessary.)

29.
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30. What do you think couJd have been done to increase the positive effects or
Jessen the negative effects of the Land Fallowing Program? (Attach additionaJ pages as
necessary .)

Please indicate if you would like to receive a copy of the study results.

y~-
No-

THANK YOU FOR COMPLETING THE SURVEY

Que~tions about this survey?
Call David Mitchell: 510/547-4369
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\2,413 I
11,628,775 I

Table 81
Crop: Sudangrass
Estimated Acreage Displaced by Program
Estimated Reduction in Gross Revenue

Purchased inputs 1/
.!=ogP-Qr

Materials
I . ., -

Expenditures
Expenditures reduced by

Type Quantity Units Unit Cost per acre fallowed acreage
-.-

Seed 85 Ibs. 0.6 51.00 123,063.00
NH3 fert. 200 Ibs. 0.15 30.00 72,390.00
Fuel and Oil _.27,689.18
Repair and Maimenance 40,719.38.

Total purchased materials .$263,861.55

.Qustom Hire

Expenditures
Expenditures reduced by

Type Quantity Units Unit Cost per acre fallowed acreage,. Seed 8.50 20,510.50

Fertilize 10.50 25,336.50

ITotal custom hire $19.00 ~45,847.00 I

Notes:
1/ Production cost estimates from UC Cooperative Extension Imperial County Crop

Budget for Sudangrass Hay, 1991-92.
2/ Estimates do not account for more intensive use of inputs on remaining cultivated
acreage. labor and material usage and cost for actual operations within PVID may

differ from those reported here.
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Expenditures
Expenditures reduced by

Task Quan1ity Units Unit Cost per acre fallowed acreage 2/

Irrigate 4 hrs 5.75 23.00 55,499.00
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Table 82
Crop: Wheat
Estimated Acreage Displaced by Program

Estimated Reduction in Gross Revenue
11,520 I
1565,440 I

Purchased inputs 1/
h§QQ!

Expenditures
Expend~ures reduced by

Task Quantity Units Unit Cost per acre fallowed acreage
2/

all tasks 1.8 hrs 5.75 10.35 15,732.00.

Total purchased labor $10.35 $15,732.00

Materials

Custom Hire

Expenditures, Expenditures reduced by

Type Quantity Units Unit Cost per acre fallowed acreage

Pre plant fert 5.16 7,843.20
Fertilize 5.16 7,843.20
Insecticide 5.00 7,600,00
Herbicide 5.00 7,600.00

Total custom hire $10.32 $30,886.40

Notes:
1/ Production cost estimates from UC Cooperative Extension San Joaquin Valley Crop
Budget for Double Cropped Wheat. 1990.
2/ Estimates do not account for more intensive use of inputs on remaining cultivated
acreage. labor and materia! usage and cost for actual operations within PVID may

differ from those reported here.
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Expenditures
.Expendi1ures reduced by

Type Quantity Units Unit Cost per acre fallowed acreage-, .-
Seed 19.50 29,640.00
Fert. 45.90 69,768.00
Pest. 4.08 6,201.60
Herb. 2.66 4,043.20
Fuel and Oil 9.612.48
Repair and Maintenance .14,136.00



-r able 83

(:;rop: Alfalfa
Estimated Acreage Displaced by Program
Estimated Reduction in Gross Revenue

[16,282 I

[14,653,80o_1

Purchased inputs 1/

.b2QQr

Expendi1ures
Expenditures reduced by

Task Quantity Units Uni1 Cost per acre 2/ fallowed acreage

3/
irrigate to establish 2 hrs 5.75 3.83 ;2,414.33-
J!ri.gate 9 hrs 5.75 51.,75 842,593.50~

Total purchased labor $51.75 $905,007.83

Materials

Expenditures
Expenditures reduced by

Type Quantity Units Unit Cost per acre fallowed acreage
Fer! to establish 260 -Ibs. 0:15 , 3~OO-' -'i1"1-,~~~.66' ~~~
P205 fert. 90 Ibs. 0.12 10.80 175,845.60
Seed to establish 20 Ibs. 1.45 9.67 157,392.67
Insect. to establish 2.33 37,991.33
Insect. 46.00 748,972.00
Hero. to establish 4.33 70,555.33
Hero. 24.00 390,768.00
Fuel and Oil 249,114.60

_Repair and Maintenance 366,345.00 -

Total purchased materials $97.13 $2,408,650.53

Custom Hire

Expenditures
Expenditures reduced by

Type Quantity Units Unit Cost per acre fallowed acreagen_- _'__A ._~ -,- ~-

Pre plant fen 2.67 43,418.67
Seed to Establish 3.50 56.987.00
Insect. to Establish 1.63 26,593.93
Insect. 19.60 319,127.20
Hem. to Establish 2.92 47,489.17
Herb. "~- 4.90 79.781.80

Total custom hire $6.17 $573,397.77
Notes:
1/ Production cost estimates from UC Cooperative Extension Imperial County Crop
Budget for Alfalfa, 1991-92.
2/ Per acre expenditures for establishment costs divided by 1/3 to reflect 3-year field life.
3/ Estimates do not account for more intensive use of inputs on remaining cultivated acreage.
labor and material usage and cost for actual operations within PVID may differ from those
reponed here.

B-4



.,Regional Economic Impacts of the Palo Verde Valley Test Land Fallowing Program

[15,035 1

135,708,125 1

Table 84
Crop: Lettuce
Estimated Reduction in Acreage: 1988-91
Estimated Reduction in Gross Revenue

Purchased inputs 1/
Lf!QQI:

Reduction in
Expenditures expenditures due to

Task Quantity Units Unit Cost per acre decreased

., --.production 2/

Irrigate 8 hrs 5.75 46.00 691,610,00
Weed 12 hrs 5.75 69.00 1.037,415.00
Thin 17 hrs 5.75 97.75 1,469,671.25

Materials

Custom Hire
Reduction in

Expenditures expenditures due to
Type Quantity Units Unit Cost' per acre decreased

production 2/
Seed 15.25 229,283.75
Insect Control 45.00 676,575.00
Weed Control 17.00 255,595.00
Fertilize 27.00 405,945.00
Cut and Pack 1,280.00 19,244,800.00

Total custom hire $1,384.25 $20,812,198.75

Notes: .
1/ Production cost estimates from UC Cooperative Extension Imperial County Crop
Budget for Iceburg Lettuce. 1992-93.
2/ The data in this table reflect the decrease in lettuce production that has occured between
, 988 and 1991, and are for comparison purposes only. This study found no relationship
between the fallowing program and changes in lettuce acreage.
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Reduction in
E>:penditures expenditures due to

Type Quantity Units Unit Cost per acre decreased
-production 2/
Seed 92.00 1,383,220.00
11-52-0fert 500 Ibs. 0.14 67.75 1,018,621.25
N fert 180 Ibs. 0.31 55.80 838,953.00
Insecticide 113.00 1,698,955.00
Herbicide 11.40 171,399.00
Fuel and Oil 0.00
Repair and Maintenance. 0.00



Declaration of Vernice Rae Hartman

I, Vemice Rae Hartman, declare that:

1. I am the Clerk of the Board for the San Diego County Water Authority, in San
Diego, California. I hereby make this declaration in my official capacity on behalf of the San
Diego County Water Authority.

2. I declare that the attached exhibit dated April 25, 2002, titled "SDCW A Comment
Letter re: Draft Environmental Impact Report (EIR) Environmental Impact Statement (EIS) for
the Imperial Irrigation District Water Conservation and Transfer Project and Draft Habitat
Conservation Plan (SCH No. 99091142), including attachments" is a true and accurate copy
which is retained in the files of the San Diego County Water Authority, in San Diego, California.

I certify under penalty of perjury under the laws of the State of California that the above
statements are true.

Dated: This ~ day of May, 2002.


